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INDETERMINACY AND THE SPECIFICITY OF ACCOUNTING CHANGE: 


RENAULT 1898-1938* 


ESF 
yet 


ALNOOR BHIMANI - 
London School of Economics and Political Science 


Abstract 


This essay focuses on the manner in which an enterprise's accounting practices may be affected by a complex 
of independent and disparate external factors interacting with internal forces to create a sustained dynamic 
o£ change within the organisation. As its object of enquiry, the French motor car manufacturer Renault is 
studied over a forty-year period immediately preceding the Second World War. The conditioning influences 
of scientific management and statistical information and their interplay with Renault's costing concerns are 
examined. The study suggests that accounting change at Renault was dependent on a complex set of 
relationships and preconditions and that the specificity of the company’s accounting controls was tied to 
both contemporary and historically distant influences rather than to notions of functional requirements 
dictated by processes internal to the organisation. As such, accounting change is argued to have been ` 


> determined by circumstance ‘as opposed to essence. 


The purpose of this essay is to illustrate how 
factors external to an enterprise can influence 
internal accounting practices. Of interest is the 
manner in which the functioning of internal 
accounting can be affected by independent 
and unanticipated incidents creating altered 
possibilities for further organisational change. 
Moreover, it also seeks to explore the ways in 
which external forces can become embedded 
within an accounting system and continue to 
exert an influence long after their original raison 
d'être has ceased to exist. The investigation 
undertaken here is in essence concerned with 
. understanding the basis of ‘accounting change 
over an extended period of time within a 
particular context and may thus be viewed as 
an historical enquiry. 

Historical endeavours, however, do not 
necessarily appeal to a unique notion of 
the nature of change. Alternative conceptual 
approaches to explain accounting’s past have 
yielded a variety of accounts of past transforma- 


tions in accounting. Certain historians have _ 
posited a particular and focused view of changes ` 
in the field, casting accounting in an evolu- 
tionary light. In this vein, Littleton (1933, 


` p. 368) has explored the effects of “expanding 


commerce and changing economic conditions” 
on accounting concluding that: ` 


Accounting is relative and progressive... Older methods 
become less effective under altered conditions; earlier 
ideas become irrelevant in the face of new problems. 
Thus surrounding conditions generate fresh ideas and 
stimulate the ingenious to advise new methods ... 
Accounting originated in known circumstances in 
response to known needs. . . it came from definite causes; 
it moves toward a definite destiny (Littleton, 1933, p.° 
362). 


Garner (1954, p. 347) has likewise suggested that: 


Cost theories and techniques have evolved as a product 
of their industrial environment, and their rapid develop- 
ment has been necessitated by the continually increasing 
complexity of manufacturing processes. 


* I am grateful to Michael Bromwich, Anthony Hopwood, Richard Macve, Peter Miller and two anonymous reviewers for 


useful comments on earlier versions of this paper. 
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Along with other accounting historians (Chatfield, 
1974; Eldridge, 1931), these scholars have 
delineated accounting change in a particular 
light, viewing accounting as progressing and 
: developing, becoming better able to serve its 
‘users and continuing to march to an ameliorated 
state. Such an approach to investigating trans- 
formations in accounting portrays accounting as 
following a unidirectional and chronological 
path of advancement and emancipation toward 
a more correct and appropriate form. As 
Hopwood & Johnson (1987, p. 45) have noted, 
the ‘ f i 


. concern was to trace “origins” on the assumption 
that the past “evolves” into the present in a logical, 
ordered fashion. 


Other writers on the history of accounting have 
made explicit alternative theoretical assump- 
tions in analysing transformations in accounting. 
Accounting change, for’ instance, has been 
interpreted within a framework of economic 
rationality and a search for quantifiable efficiency 


in competitive environments (Chandler & 


Daems, 1979; Dyas & Thanheiser, 1976; Johnson, 
1981, 1983; Johnson & Kaplan, 1987). Although 
this perspective recognises the existence of 
many sources of influence on accounting prac- 
tices in different contexts, factors which shape 
accounting are seen ultimately to be guided by 
economic imperatives: 


Unlike the U.S. where simple but effective administrative 
methods such as:accounting and structure were most 
instrumental in internalising coordination, monitoring 
and allocation within the giant enterprise, Europe tended 
to rely more on traditional social controls: family, class 


codes, gentlemen agreements and German military-type 
bureaucracy, to manage the fundamental functions of 
economic activity (Chandler & Daems, 1979, p. 18). 


These perspectives of accounting’s past have 
adopted a formally structured and predefined 
methodological framework to explain the 
rationale and logic underlying accounting change 
in given contexts. But in so doing, their concern 
has not been to appreciate the process by which 
accounting can be influenced by forces initially 


independent of it to ultimately give rise to 
particular accounting practices. The ways in 
which a wide array of links and a multitude of 
relationships between forms of accounting and 
a broader set of disparate forces can emerge 
independently of a predetermined logic of 
causality have not been explored in these 
studies. Questions thus remain as to the wider 
social and political forces underlying accounting 
practices in their specificity, the institutional 
factors implicated in giving rise to. and enabling 
specific mechanisms of accounting controls to 
be sustained, and in general, the form of 
antecedents making possible particular roles for 
accounting. 

Such issues have been more directly addressed 
by a small number of studies which have 
attempted to probe to greater depth the wider 
origins of accounting. Questions relating, for 
instance, to the transplantation of: notions of 
accountability and responsibility, the creation 
of modern conceptions of management and the 
interdependency between wider sociopolitical 
debates and the emergence of managerial views 
in particular contexts have been investigated 
by some scholars (Hoskin & Macve, 1988; 
Miller & O'Leary, 1987, 1989, 1992; Miller, 
1991). Likewise, the technique of double-entry 
accounting has been located within the perspec- 
tive of a wider web of power and the broader 
transformation of society (Hoskin & Macve, 
1986) including the influence of . rhetoric 
(Carruthers & Espeland, 1991). The emergence 
of cost accounting expertise has also been 
examined within the perspective of the inter- 
play between knowledge, techniques, institu- 
tions and occupational claims (Loft, 1986) as 
has the rise of statistical sampling as an auditing 
technique (Power, 1992). Further, accounting 
transformations have been seen as tied to social 
and economic conflicts characterised by a wider 
set of interests mobilising organisational action 
of a specific type (Armstrong, 1987; Hopper & 
Armstrong, 1991). Analyses of factors entailed 
in the emergence of accounting techniques in 
particular contexts (Burchell et al, 1985; 
Hopwood, 1987a; Preston, 1992) have also shed 
light on how configurations of wider forces can 
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enable accounting techniques to take shape and 
accounting practices to become operational. 
The variety of methodologies and the shifts in 
the position of history within the discipline of 
accounting which these studies have caused has 
led to their being labelled as part of the “new 
accounting history” (Miller et al, 1991, p. 395). 

These “new” historical studies have adopted 
the view that accounting is an ... “element of 
the social and organisational context” (Napier, 
1989, p. 244), and therefore that accounting is 
a social practice subject to being influenced by 
a wide array of forces and itself effecting social 
changes of its own account. The present analysis 
seeks to investigate in a similar light, the 
‘conditions underlying the emergence of a 
particular mode of accounting control within a 
French enterprise over a forty-yċar period 
immediately preceding the Second World War. 
‘It explores, in particular, the political culture in 
France which made appeals to scientific rational- 
isation and statistical reasoning as techniques of 
control and regulation, and its subsequent 
conditioning influence on the application of 
scientific modes of: work organisation and 
ultimately, on organisational forms of account- 
ing controls. Whilst it is acknowledged that 
changes internal to an enterprise can affect 
wider rationalities, the primary concern here is 
to gain an understanding of the external origins 
of organisational control changes within a 
given context rather than to elaborate on the 
existence of reciprocal dependencies. 

The study adopts a notion of accounting akin 
to that of research enquiries which seek to 
“contextualise” (Napier, 1989) accounting as a 
practice. Accounting is. thus viewed here as 
representing the outcome, only in part planned, 
of a complex set of relationships rather than as 
following an evolutionary path toward a more 
appropriate form. Its techniques and procedures 
are seen as emerging only partially as the result 
of intentional and predefined actions, but 
culminating also from an indeterminate dynamic 
of wider forces. Accounting is understood to 
arise out of the “conditions of struggles” 
(Hindess, 1982, p. 509) of different actors 
pursuing their interests without full regard for 


or comprehension of the many forces affecting _ 
it. Although causes acting to shape accounting 
may be identifiable, their operations may remain 
impervious to their effects. Such effects may 
not just be “unanticipated, unforeseen or 
unexpected” (Baert, 1991, p. 203) but also 
unintended. In this sense, no a priori assump- 
tions are made about accounting’s potential to 
affect intentionally its mode of existence or to 
effect desired changes in its environment. 

Whilst this view of. accounting has been 
posited and indeed, supported by other studies, 
the present essay seeks to analyse aspects of 
accounting change in two distinct ways. First, it 
aims to study extensively forms of accounting 
over an extended period, thereby attempting to 
understand the process by which historical and 
wider contemporary social elements can con- 
verge within an enterprise to give rise to specific 
accounting mechanisms. The study prioritises 
the notion of the enterprise. as a platform 
enabling the formation of a configuration of 
effects and forces which ultimately condition - 
internal accounting practices. The organisation 
is seen as inhabiting a temporal and social space 
whose specificity contributes to the conditions 
of possibility which subsequently enable the 
realisation of a particular accounting existence. 
As such, the enterprise is seen as playing a role 
in constructing the. basis through which an 
organisationally specific rationality can emerge, 
whilst in part, also internally replicating the 
logic of external discourses and the ethos of 
antecedent rationalities. 

The second way in which this analysis 
differentiates its-agenda from that of other 
studies of the genre is that it, traces the 
metamorphosis of the enterprise’s accounting 
system such as to illuminate the manner in 
which a defined set of extra-organisational and 
wider factors can mobilise a sustained influence 
upon it over a protracted period of time. In 
effect, forces which are argued to impact 
organisational priorities at particular socio- 
historical junctures, are seen to become 
embodied within forms of accounting and to 
continue exerting an influencing effect a con- 
siderable period of time after such forces have 
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ceased to exist in their original forms. It is in 
part the effects of ‘such conditioning elements 
and the means by which enduring mobilisations 
contribute to organisational uniqueness : in 
terms of accounting activities which this study 
seeks to explore. What is sought is an apprecia- 
tion of the manner in which the particularity 
of accounting within an enterprise may find 
distant roots within the generality of wider 


influences. In effect, the analysis seeks to - 


investigate the ways in which disparate 
forces can alter the organisational status quo 
creating new modes of internal functioning 
which themselves subsequently effect specific 
consequences of their own long after their 
precursors have ceased to exert an independent 
influence. 

' The organisation analysed in this essay is the 
French car manufacturer Renault over the time 
period 1898-1938. The analysis has drawn on 
primary sources in the form of archival informa- 
‘tion encompassing internal accounting reports, 
management documents, minutes of meetings, 
memoranda between company officials, records 
of speeches by politicians and trade unionists 
visiting the company, cOMpany papers, maga- 
zines, charts, plans and documented refiections 
by past company employees. In addition, 
_ secondary sources of information on organisa- 
tional changes within the company which 
have been used include published letters and 
diaries, company histories, official publications, 
‘biographies, getieral economic and commercial 
historical treatises and other academic theses. 
These sources have enabled sufficiently detailed 
assessments of internal organisational changes 
within the perspective of broader external 
changes to be made. 

The paper initially provides a ‘brief perspec- 
tive of the company and its founder followed 
by a description of what is seen as an important 
change in the company’s accounting system. An 
` examination of the historical antecedents to this 
change is then presented before delineating 
subsequent accounting transformations and 
oe 


their relationship to earlier -historical forces 
and extra-organisational factors. The paper 
concludes with a discussion of the broader 
implications of this study for the Bice of 


‘accounting ‘change. 


A STIMULUS TO ACCOUNTING CHANGE 
oe AT. RENAULT - 


Louis Renault (1877—1944) had built his first 
car in 1898 and founded his company Renault 
Frères with the financial backing of his brothers 
in the same. year (Laux, 1976). Orders for 
Renault cars grew rapidly and by 1900, the 
company had 110 employees and produced 


almost 4% ‘of France’s total motor vehicle 


output. The following year, Reriault Fréres 
became the eighth largest producer of cars in 
the world, rapidly building a track record for 
small, cheap and reliable cars (Fridenson, 1972). 
In 1902, the firm--ceased to buy engines 
externally and also produced more of the 
components it required in its own shops by 
reinvesting its`large profits! to permit rapid 
expansion. By 1905, Renault Fréres had its own 
foundry, body shop and repair shop, and 
employed some 800 workers to make. about 
1200 cars. In subsequent years the firm diversi- 
fied its product line to include the manufacture 
of-a variety of passenger vehicles, delivery 
trucks, performance cars, taxicabs and luxury 
cars. The company also undertook considerable 
export business across the world and established 
sales agencies in: London, Berlin, Madrid and 
New York. Renault had the highest sales among 
French car manufacturers between . 1907 and 
the outbreak of the First World War, at which 
point.the company employed just under 5000 
workers (Hatry, 1978, p. 82). 

During the war, Renault’s production was 
diverted toward the manufacture of munitions 
and army vehicles. Explosive darts, cannon 
shafts, automatic machine guns, shells, aircraft 
engines, caterpillars, tanks and a variety of 


ot a 
1901 the firm’s profit was 29% of the total sales figure of 1,628,144 fr. (Laux, 1976, p. 50). 
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artillery were produced in large: quantities, to 


- contribute to, the war effort. The firm continued 
to expand rapidly in size during this time. Indeed 
in the aftermath of the war, groups of workers, 
social commentators and. the media accused 
Louis Renault of having made’ -“scandalous 


war material and to have, evaded paying a fair 
share of taxes on-war profits: - 


It was during the: war that some important : 
changes to Renault’s internal accounting pro- | ~ 


cedures (organisation comptable) were made, 
In 1916, the Head of Finance and Accounting at 


Renault commissioned a study to be carried: out - 


by an independent accountant to examine how 
the accounting function- should be rédesigned 
(91 AQ 39, Automobiles Renault: Projet. 


d'Organisation Comptable, 1.6.1916*). The . 


report indicated the need to alter Renault’s 
organisation comptable. into four separate 
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travels, racing and exhibitions, refectory, ` 
commissions.and mess costs (ibid., p. 3). 
` Accounting for material was toallow a more 

‘accurate tracking of- stock -levels through a . 
‘system of entries reflecting stock movements. 


1 “The report stated’ that ” 
profits” (Hatry, 1978, p. 169) from the sale of: . ' 


.. it is evident that a chief executive is as interested in 

. controlling the movement of stock and material as in 

_ knowing their value, as this will permit at any point in 

time, to establish the size of its assets in the factory and ` 

within its sales outlets and also to recognise the cost of 

production and overall costs along with ‘real expenses 
Eor P > 


The report emphasised that factory accounting 
aimed to 
. . provkłe monthly figures on factory expenses, in order y 
to permit the determination of total production costs 
"and selling peices (ibid, p. 7). 


activities: financial accounting . (comptabilité : ; 


financière), aċcòunting for material (comp- 

tabilité matières), factory- accounting (compte 
de fabrication) and cost-price accounting (prix 
de revient et de vente). The financial accounting 
section. was to comprise a larger’ number of 
general and subsidiary journals than were being 
maintained at the. time, to permit more exact 
recordkeeping. In total, 16. new general 
ledger accounts were to be created,. these 


being separated’ into 76 subsidiary accounts. 


For instance, overhead expenses were now 


reclassified under a general ledger. account’ 


termed “General, individual and special accounts” 


- with more subsidiary accounts. These included: 


workshop overheads, insurance costs, retire- 
ment pensions, other ‘contributions, main- 


tenance, education and training, special bonuses, . 


combustibles and lubricants, electricity, special 
war expenses, interest expenses, Paris shop, 
medical clinic, printing and advertising, returns, 


Factory expenses included separate entries for . 
raw material, labour and general manufacturing- 
overheads, as well âs capital interest costs. 
Further, accounting reports weré to provide 
“comparative” (ibid., p. 7) data for these items - 
on a quarterly or monthly basis where required. ` . 
„Finally, cost-price accounting was to be revised - 
-=$0.as to enable the determination of product 
costs after establishing selling prices. The 
altered accounting method entailed using “la 
métbode Taylor’ as outlined in his “well known 
book” (ibid., p. 9) (reference was made to thè 


translation of Frederick W. Taylor’s Sbopfloor” ` 


Management published in France in 1907). 
Under this method, an application rate based on ` 
‘overhead production ¢ costs was to be applied to 
diréct material ‘used, another to direct labour 
used and a third coefficient was to be applied ` 
to this total which was to reflect desired profits, 
This technique was to yield a selling price from 


? The Renault archives consulted for this study were located at the Archives Nationales in Paris until March 1989. At that 
time, the archives were classified under the rubric “91_AQ” into 128 boxes, References tö archival documents cited here- 
use this classification. It is to be noted that after.the relocation of the archives to Renanit’s Service de Documentation 
Générale in mid-1989, the classification system was altered to comply with Renault’s internal cataloguing procedures: For x 
general information on the contents of Renault's archives refer to Fridenson (1972, pp. 337-342) and Touraine (1955, - 


pp. 184-187} 
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EXHIBIT 1. An example of the relationship between cost and selling price 


‘The cost price of the total production for the month amountsto..... 8,540,000 frs. 
and the selling price of total production for the month is ........... 12,500,000 frs. 
yielding aprofitof .... cece eee nent e eens 3,960,000 frs. 


To determine the percentage of profits, the following calculation may be performed: - 
3,960,000 : 12,500,000 = 31.68% 


If you now wish to know: the cost price of a particular item or machinery contained 
in the production lot for the month, you only need to multiply the selling price of 
this item or machine from the catalogue or from past records by the difference 
between 31.68% and 100% which equals 68.32%. Thus for a machine sold for - 
12,000 frs: 

12,000 X 0.6832 = 8198 frs. 40 


To prove this, let us assume that for the month, the factory has produced: 


1) 100 lorries sold for 15,000 frs. cach = 1,500,000 frs. . 
2) 100 cars od 10,000 frs. — * = 1,000,000 frs. 
3) 100 motors * 25,000 fra. * = 2,500,000 frs. 
4) 100,000 shells-75 4 10 fes. °” = 1,000,000 frs. 
5) 100,000 shells-155 £ 50 fs.” = 3,000,000 frs. 
6) 1,000,000 plugs " 1 fr. x = 1,000,000 frs. 
7) 10,000 washers x 0.50 fr. i = 5000 frs. 
8) 1000 rods " 45 irs," =: 45,000 frs. 
9) 4500 — crankshafts : 100 fra.” = 450,000 frs. 
Total selling price 12,500,000 frs. 


It is now possible to proceed as above to obtain cost prices for the “production” 


account. For example: 


1) 100 X 15,000 X 0.6832 = 1,024,800 frs. 


or for each unit 


10.248 frs. 


For the total month's production, the cost price will total ........... 8,540,000 frs. 


(91 AQ 39, Automobiles Renault: Projets d'Organisation Comptable, 1.6.1916, 


p. 10). 


which product costs could be determined after 
making an allowance for rejects. Exhibit 1 shows 
an example of the application of the method 
provided in the report. Once the recommended 
changes had been made, the overall accounting 
function was to 


... provide the chief executive with all possible useful 
information for running the factory, enabling him to see 
on a monthly basis whether production costs are rising 
or falling, and more importantly, the reasons for such 
changes (ibid., p. 11). 


Whereas Renault's accounting records during 
the company’s early years of operation have 
been said to have been “primitive” and “crude” 
(Fridenson, 1972, p. 52), by 1916 the company’s 
accounting system permitted considerably 
more extensive tracking of costs and more 
detailed costing information. It is argued here 
that in part, this transformation in the role of 
accounting was tied to a variety of historical 
factors, which during the war years created a 
dynamic of change within the enterprise. The 
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war enabled otherwise independent forces to 
influence the contro! of organisational activities 
at Renault redefining accounting mechanisms 
` for managing the enterprise. Specifically, this 
analysis considers how the antecedents of 
scientific management thinking and statistical 
reasoning in France created conditions within 
Renault, which in conjunction with the 
company’s efforts to profit from the war, 
influenced its internal accounting practices in 
1916 and subsequently through two decades 
following World War I. 


THE ANTECEDENTS OF SCIENTIFIC 
MANAGEMENT IN FRANCE 


. Taylor’s ideas about the proper organisation 
of work, tasks influenced accounting practices 


at Renault in important ways. The company’s 
deployment of scientific management work 
methods prior to and during the war is viewed 
here as a precondition making possible the later 
genesis of particular forms of accounting within 
the enterprise (see below). It will be argued 
that the perception that the application of 
scientific management principles was appro- 
priate to the production of war material did not 
itself emerge without.a “prehistory” (Power, 
1992, p. 41). In this respect, it is desirable to 
explore the antecedents of scientific manage- 
ment in France so as to shed light on how its 
adoption in organising production tasks sub- 
sequently conditioned accounting change at 
Renault. 


The notion of rational organisation has a long 
history in France, being associated with the 
management of state affairs as early as the 
sixteenth century.> It was from the late 
eighteenth century, however, that important 
social thinkers in France, in particular Saint- 
Simon (1760—1825), began to promote the idea 
that the study of man and society should be 
raised to the level of a “truly positive science” 
(Ansart, 1970, p. 21) based entirely on empirical 
observation. It was believed that the degree of 
certainty achieved in the pure sciences could 
also be attained in thé social sciences, if the same 
methodology were applied. The science of man 
was considered to be a branch of physiology 
and human society was seen as an organic entity 
whose development was governed by natural 
laws and which could therefore be investigated 
through scientific enquiry. Saint-Simon saw 
scientific reasoning as replacing the theological- 
feudal system which had determined the moral 
code by which man lived. He rejected the notion 
of a “celestial” morality of theology to favour a 
“terrestrial” morality. According to Saint-Simon, 
man’s happiness depended on material and 
moral well-being and the purpose of social 
organisation was to maximise that well-being. 
Saint-Simon concluded that spiritual power had 
to pass to scientists — the most “enlightened” 
men, and temporal power to industrialists — 
the most capable economic administrators since 
they alone were qualified to organise the various 
branches of material production including 
agriculture, manufacturing, commerce and 
banking (Ionescu, 1976, p. 141). Rabinow 


3 During the sixteenth century, the Bourbon monarchy had attempted to establish control over a powerful aristocratic 
opposition through rational organisational reforms embodied within a strong centralised government. Such reforms 
encouraged by the king during the seventeenth century, enabled the “bureaucratization of French central administration" 
(Dent, 1973, p. 22) and helped establish a practical rationalism which was seen as effective in dealing with the problems 
of class conflicts (Saint-Simon, 1958). Aside from Colbert’s efforts to standardise business practices and tax collection 
(Cole, 1939), engineers such as Perronet the bridge buikler, de H Jonchére, author of Système d'un nouveau gouvernement’ 
en France (1720), and Vauban whose system of a unified proportional tax resting on a “rationalised central accounting 
system” (Merkle, 1980, p. 165) did much to elevate the use of mathematical argumentation and documentation to uphold 
egalitarianism and utilitarianism in the face of traditional mystical-theocratic forms of reasoning. The 1789 revolution did 
not destroy, but rather consolidated the rational administrative organisation of the old regime by sweeping away its feudal 
underpinnings and uncovering its logical structure (Tocqueville, 1964). The Code Napoléon supported rationality within 
centralisation by giving it a legal and bureancratic form upon which the machinery and administration of the state was 
to be buik (Rosanvallon, 1990). 
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(1989, p. 28) suggests that according to 
Saint-Simon: 


The hierarchical organization of the social body and the 
healthy distribution of functions would produce a 
thriving totality within which each individual could 
happily find his place. ` 


Saint-Simon’s writings bound up rationality as a 
social goal with Utopianism. This Utopian 
synthesis of technology, morality, and politics 
directed at famous scientists had little influence 
on ‘members of the scientific community, 
however, since they represented an isolated and 
secondary strata unable to adopt thé position of 
ruling élites which Saint-Simon had envisaged 
for them (Iggers, 1958, p. 155): Nevertheless, 
as Taylor (1975, p. 30) explains: 


From the notion of organism it was a short step to that 
of organisation. A healthy society was seen in terms of 


a well-organised society, a society whose fundamental 
characteristics were order and stability. 


August Comte (1798-1857), an assistant of 
Saint-Simon, held that society which had been 
characterised by theology and:a military regime 
was in decline, making way for a new society. 
This new society was scientific and industrial in 
nature. Scientists were to replace theologians in 
furnishing a moral and intellectual base for social 
order. Likewise, the warring class was to be 
replaced by industrialists, broadly defined as 
entrepreneurs, factory managers and bankers. 
Comte .thus echoed Saint-Simon’s beliefs to 
which he added the role of “sociology” as a 
means of understanding and enabling this 
inevitable transformation. To Comte, sociology 
would allow man to determine “ ... what is, 
what will be and what should be” (Aron, 1967, 
p. 84). Sociology was to enable the reform of 
society by revealing the global determinism 
-which underlies the history of society. This 
“politique positive” (p. 85) was to allow the 
discovery, observation and analysis of. social 
phenomena. Comte, much like Saint-Simon, 
believed in differentiating individuals on the 


basis of their ability to perform different, 


functions. This current of thought was to be 


further developed by Emile Durkheim (1858— 
1917), Comte’s “spiritual descendent” (Aron, 
1967, p. 74). But by then, already, 


.. the rising class of technicians and engineers 


sponsored by the growth of French industry was in a 
position to takeSaint-Simonianism not as a description 


of contemporary society, but as a blueprint for the future, 
an ideology of” rational social allocation of goods 
according to scientific planning (Merkle, 1980, p. 145). 


Durkheim held that traditional religion no 
longer satisfied the exigencies of the “scientific 
spirit” (Merkle, 1980, p. 77) and that it was 
necessary to establish a morality inspired by 
such a spirit. He saw the crisis of modern-society 
as having been created by the failures of 
traditional reasoning based on religion and that 
this crisis was to be resolved by adopting a 
morality based on science. Sociology was to 
enable such a morality to be established by 
offering a tool for explaining social phenomena. 

In his book The Division of Labour in Soctety, 
which appeared in 1893, Durkheim argued that 
the individual is the expression of the collec- 
tivity, but the structure of that collectivity 
imposes upon each man a specific responsibility. 
Social differentiation, according to him, offered 
a peaceful solution in the struggle for survival 
because each individual would cease to be in 
competition with others, and instead, would 
compete with only a few. Each individual thus 
had to occupy his or her place, playing a 
particular role and: performing a particular 
function. According to Durkheim, if the division 
of labour was to show all the beneficial effects. 
it could bring, then the ways of arranging the 
elements necessary to complete a total task and 
the links shared between individual workers 
could be examined scientifically and could, as 
a rule, be predetermined (Friedmann, 1961). 
This line of thinking was very much within the 
ideas expressed in Taylor’s system of scientific 
management. Indeed, when scientific manage- 
ment writings emerged in France at the'turn of 
the century, they were recognised as a “cousin” 
(Merkle, 1980, p..142) of the works of the great 
French prerevolutionary rational administrators 
and later social thinkers. Scientific management 
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is said to have found in France “a ready prepared 
ground” (Merkle, 1980) for expansion with its 
concept of the technical professional as the 
architect of rational society being “entirely 
_ congenial” (Merkle, 1980) with the French 
tradition of rational administrative- reform. 


Le Chatelier and scientific management 

At the turn of the century, the World 
Exposition held in Paris prominently exhibited 
Taylor’s work on high-speed steel cutting tools. 
Henry Le Chatelier,* a distinguished scientist, 
had been particularly impressed by Taylor’s 
innovation in the light of problems faced by 
France’s iron and steel industries. But in addition 
to this, Le Chatelier saw Taylor’s research 
methods as offering a model for the application 
of science to industrial matters. Le Chatelier 
entered into correspondence with Taylor and 
the two developed a professional relationship 
which soon led Le Chatelier to promote actively 
Taylor’s system of management to the French 
and to become the major spokesman of scientific 
management in France over the next three 
decades, Le Chatelier was especially well posi- 
tioned to play such a role having established at 
an early age a reputation of importance and 
leadership within the scientific, academic and 
business communities. 

Le Chatelier believed that industrial problems 
could be resolved by the application of scientific 
methods, since: 


The human factor is more difficult to understand than 
the mechanical factor, but the methods of investigation 
remain the same (Le Chatelier, 1914, p. 6). 


Much in the tradition of Saint-Simon and 
Auguste Comte’s thinking, Le Chatelier strongly 


felt that faith in science would yield solutions 
to economic and social problems. However, Le 
Chatelier saw the main obstacle to industrial 
progress as being the mentality of French 
industralists who were according to him, still 
largely “anti-scientific” (Le Chatelier, 1914). Le 
Chatelier also believed that scientific manage- 
ment could be useful to industrialists on the 
grounds that it would enable them to carry out 
organisational changes which they had been 
seeking to make during much of the nineteenth 
century. This essentially entailed making reforms 
to strengthen management’s control over 
the production process and eliminate the 
craftsmen’s opposition to factory reforms. 

Le Chatelier echoed the desirability of Taylor’s 
concept ofa planning department. Critical to the 
existence of a planning department was the 
assumption that the factory’s operations could 
be reduced to individualised production cards, 
flow charts and the design of work according to 
time and motion studies. The planning depart- 
ment would then monitor work flow and use 
“functional foremen” (Le Chatelier, 1914, p. 12) 
to oversee tool maintenance, worker training 
and achievement of production quotas. Tech- 
nical staff in the planning department could help 
separate mental from manual labour and there- 
fore diminish the power of the craftsmen 
whose reliance stemmed principally from their 
knowledge of the production process. 

Taylorism, according to Le Chatelier, would 
bring about a shift in the balance of power from 
the skilled crafts to management through the 
latter’s appropriation of the skilled craftsmen’s 
knowledge of the production process, which 
in turn, could be refined by the planning 


department. Humphreys (1986, p. 124) states 
that: * 


‘Henry le Chatelier was born in 1850, entered the Ecole Polytechnique in 1869 where he finished second to enter the 
Ecole des Mines where he later became full professor. In 1887 he was made Chevalier of the French Legion of Honour 
(and Grand-officer in 1927) and was elected to the French Academy of Science in 1907. By 1900, le Chatelier had also 


held chairs at the Collége de France and at the Sorbonne. 


3 As a student at the Ecole Polytechnique, Le Chatelier had become deeply influenced by the spirit of positivism and the 
works of Auguste Comte — also a potytecbnicien (sec Humphreys, 1986). 
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... scientific management's shift of power from the 
factory floor to the planning department satisfied the 
patronat’s nineteenth century goal of restricting the 
independence of skilled and semi-skilled workers and 
extending management's control over production in 
French factories. 


Humphreys argues, however, that this transfer 
of power could not be voiced too strongty since 
it also shifted responsibility away from factory 
owners to technical staff in planning depart- 
ments. Moreover, it was not desirable to inflame 
labour sentiment against scientific management 
by elaborating on the system’s appropriation of 
the mental processes of the production tasks by 
management. l 

Aside from obtaining support from industrial- 
ists for the adoption of scientific management, 
Le Chatelier had to appeal to French engineers’ 
perception of Taylorism. This he sought to do 
by highlighting the potential which scientific 
management offered them to play a more 
prominent role in the management of the 
factory. The significance of this promise must 
be seen in the light of an emerging conflict 
between engineers who trained for jobs in the 
state hierarchy and those choosing to enter 
the private sector after graduating from the 
prestigious Ecole Politechnique or the Ecole 
Centrale des Arts et Manufactures. At stake were 
the social image and professional status of the 
industrial engineering societies controlled by 
engineering corps (Shinn, 1980). 

Le Chatelier believed that the reason the 
Ecole Politechnique in particular was failing to 
meet its social mission of training the nation’s 
social and industrial élite was the tension which 
had developed between the state and industrial 
engineers and that, indirectly, this was tied 
to the” engineering curriculum at the Ecole 
Politechnique. He maintained that the technical 
education overemphasised theoretical and 
mathematical aptitudes and the pure sciences, 
whereas what was required for restoring French 
economic power was more applied research and 
greater stress on “science industrielle” (Le 
Chatelier, 1914, p. 8). The solution according 
to him was to stress the applied sciences and 
to incorporate Taylorism into the “science 


industrielle” syllabus. In essence, le Chatelier 
saw Taylorism as the vehicle through which 
engineers from élite institutions might carve out 
roles for themselves as industrial leaders and 
apply scientific management to French industry. 
But the prospect of playing a more active role 
in factory management simply by developing an 
expertise in Taylors work methods was not 
sufficient to convince engineers of the virtues 
of Taylorism. What ultimately inspired engineers 
was the appeal which Taylorism made to 
scientificity. 


The pursuit.of “scientificity” 

During the first decade of the twentieth 
century, the pursuit of rational and methodical 
progress flourished. The-application of scientific 
advances, objective rationalism and the logic of 
calculative practice to all facets of social activity 
was held in awe. The intellectual climate had 
ushered in 


... the cult of science, faith in reason and progress ... 
Following the steps of Auguste Comte, the French 
entered the era of positivism (Dupeux, 1964, p. 185), 


Political rhetoric became impregnated with the 
exaltation of science as desirable and indeed, 
necessary in the pursuit of progress and 
betterment. For instance, one politician at the 
time asserted that: 


France lives for its belief in, justice ... (and this) great 
revolutionary nation desires stability and peace so as to 
allow rational and methodical progress (Ory & Sirinelli, 
1986, p. 66). 


Generally, state officials supported a notion of 


... the political and social organisation of society on the 
basis of the laws of reason (Dupeux, 1964, p. 185). 


Likewise, the strand of thought common to 
French engineers was their regard for scientific 
method and it was scientific rigour which they 
sought in Taylor’s methods: i 


Engineers, through their theoretical training, were 
particularly imbued with scientific ideas which dominated 


RENAULT 1898-1938 11 


their thoughts at the turn of the century, with positivism 
finding much favour (Moutet, 1975, p. 16). 


Taylor’s work on metal cutting published in the 
Revue de métallurgie® in 1907 proved to be 
expedient in this respect as Moutet (1975, p. 
20) notes: 


These studies had characteristics which were clearly 
more rigorous than “Taylorism” per se, and included in 
part, mathematical calculations due to the collaborating 
efforts of Carl Barth who was a mathematician. Thus the 
French engineers were able to obtain satisfaction in 
finding a study which appealed to their scholarly spirit, 
with professor Le Chatelier being among the first to show 
total satisfaction. 


Scientific management rapidly began to gain 
favour among French engineers who could now 
be seen as legitimate agents of progress and 
modernisation because of the scientificity of 
their expertise. Scientific management would 
raise engineers’ social status because they would 
be seen as possessing objective knowledge of a 
scientific type and therefore, of being uniquely 
placed to arbitrate class conflicts. The solutions 
they would be capable of presenting were not 
their own, but those objectively dictated by 
science. Indeed, scientific management offered 
the potential for engineers to act as arbiters in 
the conflicts between workers and capitalists 
(Shinn, 1980, p. 201). Le Chatelier used his 
influence in speeches, conferences and through 
the Revue de métallurgie to promote Taylorism 
and the engineers’ rightful role as sole posses- 
sors of this objective knowledge which bridged 
science with technology. Indeed, Georges de 
Ram, an industrial engineer at Renault, had been 
greatly impressed by Le Chatelier’s urgings in 
this respect and later became a firm advocate in 
France of scientific management. 

The concepts embodied in Taylorism were 
thus not new ideas in French thinking. Its links 
with notions of rational societal reform and 
scientific objectivity and its appeal for bridging 


the professional void which had developed 
between state engineers and industrial engineers 
made it opportune for dealing with organisa- 
tional concerns as well as broader industrial 
issues. In this sense, it was a combination of 
social factors and historical forces, rather than 
simply the primacy of organisational needs 
which was to render desirable the application 
of scientific management techniques at Renault: 


If the scientific spirit was on the whole, never totally 
absent in industrial activities, as the old expression 
“applied sciences” suggests, it is nevertheless true that 
we had to wait until Tzylor, around 1900, for “scientific 
methods” to be introduced in industrial organisation 
(Dubreuil, 1953, p. 182). 


PRE-WAR SCIENTIFIC MANAGEMENT 
AT RENAULT 


Toward the end of the first decade of the 
century, French automobile producers were 
experiencing intense competition from the 
U.S.A. Fridenson (1972, p. 171) notes that 
productivity in French firms was much lower 
than that of their North American counterparts, 
whilst salaries of French workers were relatively 
higher. French industrialists were consequently 
seeking ways of “ . .. augmenting production by 
increasing worker productivity with little or no 
new, investment” (Fridenson, 1972, p. 170). 
Louis Renault, keen to learn more about the 
potential which “Je systéme Taylor” offered for 
enhancing productivity, took steps to introduce 
scientific management techniques in 1908 in a 
workshop of some 150 workers at the main 
Billancourt plant headed by Georges de Ram. 
Georges de Ram had previously applied aspects 
of scientific management at a U.K. affiliate of 
Renault before he was recalled to the head office. 
This was only a year after the translation of 
Frederick Taylor's studies on shopfloor manage- 
ment appeared in French in the Revue de 
métallurgie. 


6 The Revue de métallurgie was a journal established by Henry le Chatelier in 1904 to bring the laboratory scientist into 


closer contact with production engineers in the shops. 
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Louis Renault was little impressed by the 
initial experiment with scientific management, 


even though Georges de Ram had actively tried 


to persuade him of its potential for increasing 
productivity and profits. Various reasons have 
been ascribed to explain Louis Renault’s early 
rejection of Taylorism. Moutet (1975, p. 26) has 
for instance, noted that: 


French employers did not wish to see foreign workers 
in their factories as they like to remain their own 
masters, willing only to employ those who will become 
ee ee ees 


Yet, Georges de Ram had hired an a Englishman 
to head time and motion studies (Chef chrono- 
métreur) in his department (Hatry, 1982, p. 68). 
Louis Renault may, in this respect, have been 
concerned about allowing any foreign influence 
to affect his power and authority within the 
enterprise. Hatry (1982, p. 69) has suggested 
another reason for Renault's resistance to the 
application of Taylor’s methods: “ . . . his natural 
aversion of engineers and graduates whom he 


` would have to employ”. 


In addition, the manner in which the account- 
ing system classified different types of costs at 
Renault likely dissuaded Louis Renault from 
continuing with the implementation of scientific 
management techniques. During 1909, Georges 
de Ram wrote to Frederick Taylor in America 


of the difficulties he faced in persuading Louis. 


Renault to increase the adoption of scientific 
management techniques at the Renault plants. 
Georges de Rain, in one letter, acknowledged 
Louis Renault’s abilities as an engineer, but 
complained that his employer 


.. does not realise at all about the needs of an industrial 
enterprise: He only sees one thing: the necessity to keep 
‘overhead costs down (Moutet, 1975, p. 28). i 


At that time, the accounting treatment of costs 
at Renault differentiated between two types of 
outlays: expenditures on machines and tools, 
factory workers’ wages and other capital invest- 
ments were considered “productive” (Moutet, 
1975, p. 29) since such costs were seen to 
contribute directly to production. Conversely, 


expenses required to run the enterprise such as 
overhead costs, were categorised as “unproduc- 
tive” (Moutet, 1975). Given that the application 
of scientific management techniques required 
undertaking lengthy studies of work .motions 
and entailed employing additional personnel not 
tied to the production process, its costs were 
classified as “unproductive” and therefore 
deemed undesirable. In commenting on 
the distinction between productive and 
unproductive costs, Moutet (1975) notes’ that 


... this conceptualisation was totally opposed to the 
development of scientific work methods ... A group 


of executives or employees responsible solely for 
work reorganisation and which did not belong to any 
existing line function or workshop .. . would translate 
directly into a large swelling of overheads which being 
unproductive, also meant being wasteful. : 


Georges de Ram had in effect acknowledged 


... the système Taylor locotitestably increases overhead 
expenses, It necessitates meticulous work organisation- 
and very systematic structuring of factory components 
... moreover, it requires.a larger number of employees 
(Georges de Ram’s letter cited in Hatry, 1982, p. 69). 


But what Louis Renault wanted was “... to see 
costs decrease” (Moutet, 1975, p. 29) and the 
costs which the application of scientific manage- 
ment necessitated represented the types of costs 
which he particularly shunned. 

Georges de Ram, in. his letter to Taylor, 
explained that he had initially dealt with 
“unproductive” implementation costs by tact- 
fully burying them in the lower product costs 
yielded through the rapid increases in produc- 
tion levels resulting from scientific management 
techniques. Georges de Ram then presented 
Louis Renault with historical cost figures and by 
comparing these with the new lower figures, he 
was able to convince him of the advantageous 
effects -of scientific management. However, 
following a change in production requirements 
to meet completely new manufacturing spec- 
ifications, Georges de Ram told Taylor that he 
could no longer persuade Louis Renault to incur 
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the implementation costs, as he did not have 
historical cost data to enable any sort of 
comparison and could no longer camouflage 
costs as he had done before. In effect, Louis 
Renault's reliance on accounting records to 
control costs discouraged ‘him from carrying on 
with the application of scientific management 
in his factories. The political culture which 
broadly appealed to: scientific. rationalism as a 
basis for control and regulation had not at this 
stage, appreciably altered Renault’s internal 
activities. Louis Renault's interest in scientific 
management was, however, to surface again, and 
Taylor’s methods were to find wide application 
at Renault within only a short time. 


Sctentific management at Renault — anotber 
attempt 

In 1910, although Renault was the leading 
French car manufacturer in France, its dynamic 
growth was beginning to decelerate as it was 
unable to exploit its lead in the French market 
and to compete with Ford in controlling the 
international and European market for small, 
inexpensive cars (Humphreys, 1986). The 
following year, on a tour of factories in the U.S.A. 
prompted by his desire “ ... to observe for 
myself the American phenomenon” (Louis 
Renault, cited in Hatry, 1982, p. 69), Louis 
Renault met Henry Ford in Dearborn and 
Frederick Taylor in Philadelphia. He was favour- 
ably impressed with the application of scientific 
management in certain plants he visited and 
upon his return, decided to once again apply 
some of Taylor’s principles in his factories. Louis 
Renault obtained Henry Ford’s consent to “... 
let an accountant from Renault spend time in 
Detroit in order to compile a short report on 
work organisation techniques” (ibid.). Louis 
Renault, however, ignored Taylor’s warnings 
about the proper implementation of the system 
which, according to Taylor, required careful and 
deliberate preparation to offset worker hostility. 
Louis Renault’s primary goal was to use time 
and motion studies to reduce labour costs 
and increase worker productivity. Ultimately, 
Renault’s attitude to the application of scientific 
management led to labour problems culminat- 


ing in widely publicised strikes in 1912 and 
1913 (Fridenson, 1972). . 

The strikes of 1912 and 1913 at Renault had 
been accompanied by worker revolts against the 
effects of scientific management in many other 
firms in the automobile industry at the time (see 
Moutet, 1975) and this caused the spread of 
scientific management in French industry to 
slow down temporarily. Merkle (1980, p. 154) 
notes that: “Taylorism retreated, vanquished, 
until France entered the First World War”. 
Taylorism had, nevertheless, gained publicity as 
a result of these widely reported strikes and 
labour activists as well as bourgeois reformers, 
recognised Taylor’s ideas as providing an 
important vehicle for bringing about enhanced 
economic growth. Taylorism was in fact to play 
an important role in mobilising industrial 
production during the war years and to signific- 
antly influence post-war reconstruction. Indeed, 
the war was to sponsor further the advent of 
scientific management in many industrial organ- 
isations in France including Renault, changing 
their modes of operation and control in important 
‘ways: 


The war enabled the integration of Taylorism into the 

` general organisation of the enterprise whilst at the same 
time, allowing industrialists to discover new possibilities 
of enhancing their firms’ efficacy in terms of quality and 
productivity (Moutet, 1984, p. 73). 


THE WAR AND SCIENTIFIC MANAGEMENT 
AT RENAULT 


At the outset of the war, French military 
leaders and the Ministry of War had assumed 
that the hostilities would be short-lived, lasting 
no more than three months, and made little 
provision for an economic mobilisation of the 
magnitude that would be required by a war: 
of attrition (Gambiez & Suire, 1968). The 
Ministries of War and Commerce, who-were to 
be the principal players in managing the nation’s 
economic affairs during the war, were in fact 
only staffed with personnel of little experience 
or technical competence (Rials, 1977). But as 
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the growing German occupation of French 
territory immobilised substantial portions of the 
iron, steel and raw materials industries, acute 
shortages of artillery and shells were beginning 
to seriously hamper the French armies’ efforts. 
State operated factories could only satisfy 10% 
of the army’s shell requirements (Humphries, 
1986, p. 149). In addition, the massive numbers 
of factory workers called back into the military, 
coupled with factory production losses due to 
the German occupation, rendered unrealistic 
‘ any hope of satisfying war production require- 
ments from the remaining factories and labour 
force. Military and government leaders were 
under pressure from Parliament to find avenues 
for sustaining adequate levels of munition for 
the war effort (Trustée, 1921). It became clear 
that the private sector had to be engaged in 
supplying munitions and for this to occur, the 
cooperation of business leaders had to be 
secured (Becker, 1988, p. 53). On 20 September 
1914; Millerand, the- Minister of War, called 
a meeting with. a group of leading industrial- 
ists to discuss ways to increase munitions. 
Millerand sought the assistance of several 
leading industrialists including Louis Renault, to 
aid in coordinating the efforts of private 
manufacturers with the War Ministry (Rials, 
1977). 

The following month, the Minister of War 
appointed Albert Thomas as Under-Secretary of 
State for Artillery and Munitions to take charge 
of war material production (Fine, 1977, p. 547). 
Thomas visited industrial sites which could 
potentially be converted into armament plants 
and sought solutions to the production 
problems caused by the German occupation of 
` north-eastern parts of the country and the 
conscription of factory workers into the army. 
Thomas advocated the employment of a larger 
female workforce as well as the use of more 
immigrant workers in industry. Moreover, 


existing social legislation relating to work affairs 
was also allowed to be. suspended, limitations 
over work hours were to be disregarded and 
factory inspectors were instructed to ignore all 
abuses of the workforce (Fine, 1977, p. 548). 
Thomas carefully heeded Millerand’s words: 
“There are no more workers’ rights, no 
more social laws, there is only the war” 
(cited in Godfrey, 1987, p. 183). Thomas was 
particularly keen on the widespread use of 
scientific management techniques to meet the 
productivity needs imposed by the war. effort. 
Thomas had learned about scientific manage- 
ment techniques before the war through his 
friendship with Louis Renault who had 


... provided him with the opportunity to gain first-hand 
data on one of the most successful European applications 
of the scientific organisation of labour (Fine, 1977, 
p. 548). 


Although strikes which had taken place in 1912 
and 1913 at Renault and at other factories had 
generally dampened the spread of scientific 
management in France, the war provided a 
totally new industrial landscape for altering the 
structure of the workplace in those industries 
engaged in the war effort. The suspension of 
workers’ rights and the existence of the strictest 
forms of military discipline in munitions plants, 
quashed the objections to Taylorism which 
workers had expressed before the war. Con- 
comitantly, the “massive” (Labbé & Perrin, 
1990, p. 21) influx of women and foreign 
workers’ at Renault offered a more malleable 
workforce unable to object to the scientific 
application of management techniques. This, as 
Collinet (1951, p. 69) affirms, enabled Taylorism 
to become the “golden rule of large scale 
production” during the war years. 

Although labour resistance was restrained 
because of the deployment of less militant 


?The number of women employed in French industry increased by 29% during the war, this increase being largely 
concentrated in the factories engaged in producing war material. Likewise, foreign workers in French factories rapidly 
rose, with 82,000 workers recruited from other European countries and 140,000 from North Africa, Asia and China 
(Humphreys, 1986, p. 157). At Renault, 20-30% of the workforce during the war had been female and 10-15% foreign 


immigrants (Hairy, 1982, p. 130). 
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unskilled workers, many skilled workers had 
remained in French factories during the war. 
Humphreys (1986, p. 158) asserts, however, 
that 


... the war enabled French employers, under the 
guise of the industrial crisis, to make great strides forward 
in their efforts to reduce the power of French 
workers. 


Protests on the part of skilled workers against 
task specialisation and + work speed-ups in 
factories producing artillery and munitions 
would have been seen as unpatriotic and 
contrary to the spirit of national self-sacrifice 
and the unprecedented unity between political 
parties (l'Union sacrée). 

Albert - Thomas’ priority was production 
and he demanded that employers applied 
standardised production techniques and that 
they minimised waste of labour resources by 
increasing job specialisation. Indeed, he ensured 
that: . i 


Government contracts with war-related industries 
guaranteed industrialists profits and permitted them to 
purchase expensive machinery and undertake extensive 
factory reorganisation ... This policy, in effect, greatly 
reduced risks for businessmen and removed another 
obstacle to factory reform and the more extensive 


application of scientific management (Humphreys, 1986, 
p. 159). 


Industrialists could therefore be more free- 
handed about making expenditures on work 
reorganisation. 

‘Thomas sought to neutralise labour activists’ 
pre-war perception that scientific management 
was a mechanism to enable employers to 
destroy the workers’ authority in the workplace. 

‘He identified Taylorism with national defence 
thereby raising its importance above narrow 
class interests. His goal was not to 


.. deny the existence of classes but to place them below 
the national interest which required their mutual under- 
standing and collaboration (Humphreys, 1986, p. 87). 


Thomas made numerous speeches to French 
factory workers, explaining to them that their 
sacrifices would contribute to the creation of a 
new society after the war in which the interests 
of all classes would be reconciled. He was 
successful in establishing a number of commis- 
sions and offices to protect the interest of 
workers and to provide their greater representa- 
tion in French industry during the war. Through 
such commissions, employers, worker repre- 
sentatives and governmental officials met to 
discuss wage scales and working conditions. 

In a speech delivered to Renault workers on 
1 September 1917 ae AP 238°), Thomas 
affirmed that 


... now that an employee syndicate is established, let 
us seek common aims together so as to make it work 
effectively .. . and to ensure its continued existence for 
the future of the working class. 


Thomas emphasised that the existence of the 
labour union must be sustained through hard 
work, such that in the future 


.. economic victory can complement the other victory, 
so that the people of France worn by their sacrifices 
do not founder during tomorrow's economic war 


(Humphreys, 1986). 


Thomas exhorted individuals to “produce and 
produce still more” (Humphreys, 1986) and 
advocated that workers and management at 
Renault adopt a national conscience and a 
patriotic idealism which must supersede their 
personal interests: 


If classes exist for the higher level interests of the nation 
for victory during the war and for economic victory, 


8 Thomas denied Le Chatelier any meaningful role in the Ministry of Armaments and War Production in spite of his 
pionecring efforts to promote scientific management in France. This was largely because of Le Chatelier’s overriding social 
conservatism which would have raised serious objections in the labour community. 


? The “Albert Thomas” archives consulted at the Archives Nationales in Paris are classified under the rubric “94 AP”. 
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then during peace time, all classes must subordinate 
their individual interests to those more important for 
production (Humphreys, 1986). 


Making more direct appeals to the working class, 
Thomas stressed that 


... workers must become accustomed to seeing the 
‘ruling class as embodying the seeds of future industrial 
progress, they must accustom themselves to secing effort 
not in terms of individnal and selfish interests but in 
terms of the common good, and in the interest of the 
nation and the working class as a whole (Humphreys, 
1986). 


In his emphasis on increasing effort, Thomas 
underlined the necessity to shed old prejudices 
and adopt a model of the “new factory” 
using “American methods” (Humphreys, 1986) 
of augmenting productivity (i.e. Taylorism). 
Following the socialists’ break with the Union 
sacrée on 12 September 1917 (Becker, 1985, 
p. 203), Albert Thomas relinquished his post in 
the Ministry of War but continued to visit 
munitions factories. On'25 November 1917, he 
once again told workers and labour leaders at 
Renault about the importance of accepting the 
“technical organisation of work” (‘Thomas, cited 
in Reberioux & Fridenson, 1974, p. 93) referring 
to changes 


Taylorist methods (ibid.). 


A letter addressed to Louis Renault from the 
Ministry of War dated 13 July 1918 (reprinted 
in the company newsletter Bulletin des Usines 

- Renault; BUR) continued the line of exhortation 
to workers used by Albert Thomas: 


The deployment of light tanks in battles has produced 
excellent results ... Everywhere, the enemy retreated 
in fear of the Renault tank These facts must be made 
known to employees at Renault so that workers will 
double their efforts and pains to increase production 
both in terms of quantity and quality (cited in BUR, No. 
35, 1.1.1920, p. 23). 


Productive efforts on the part of workers were 
in fact considerable and Renault’s significant 
contribution to the production of war material 
in France’ resulted in large part from the ability 
to apply scientific management techniques in 
the workplace. But concerns about fatigue 
arising from overwork were being widely 
voiced. 


The stigma of fatigue 

Although BUR articles promoted’ the accep- 
tance of reforms in the factory in the form of 
greater division of labour and the application of 
scientific management methods, the company 
took pains to dissociate these alterations in the 
work environment from fatigue and overwork 


as possible consequences: 


Do not think that intensifying production in the manner 
we are suggesting, can lead to overworked individuals. 
Our aim is simply to apply rational work methods to 
enable the maximum amount of work with the minimum 
of effort (BUR, No. 4, 15.9.1918, p. 2). 


The same caution was exercised in promoting 


faster production through specialised work 


tools: 


One of the most efficient ways of increasing a shop’s 
production is to place tools within easy reach, such that 
the workers motions, and any ensuing fatigue are kept 
at a minimum (BUR, No. 6, 15.10.1918, p.:1.). 


10 Renault manufactured a large proportion of the total war material produced in France during the war years: . 


War material Percentage of total production 
Shells 4.14 

2 Aircraft Engines 15.46 
Caterpillars 66.49 
Light Tanks 55.22 


(Adapted from Hatry, 1982, p. 167). 
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and through the use of production lines 
combined with the break-up of tasks: 


In this way, a worker can undertake a series of 
movements very rapidly and without fatigue, whereas if 
the worker has to think and reflect before each 
movement, the work pace is slower and fatigue follows 


rapidly (ibid., p. 4). 


Even during the 1913 strike, Louis Renault, 
in response to labour leaders’ claims that 
Taylorism depleted the “ ... vital force of 
workers” (Humphreys, 1986, p. 112), had 
asserted that in using time and motion studies: 


There is no question of fatigue ... given that most 
` operations are largely mechanical and do not therefore 
require using much energy (Louis Renault, cited in 
Fridenson, 1972, p. 74). 


The concern with overwork and fatigue stemmed 
from contemporary medical, physiological and 
thermodynamics theory. Until the early decades 
of the nineteenth century, fatigue had been seen 
as a pleasurable sensation and a mark of 
accomplishment in that it signified that the body 
or mind had been utilised fully (Rabinbach, 
1982). However, by the 1850s this view was 
rapidly changing, giving way to the notion of 
fatigue as both a “physical and moral disorder” 
(Rabinbach, 1982, p. 44). The laws of thermo- 
dynamics had been formulated by the middle of 
the nineteenth century, and the concept of 
exhaustion became ultimately linked to energy. 
The first law of thermodynamics suggested that 
energy could change form but could not be 
created or destroyed. The body subsequently 
came to be seen as a field of discrete economies 
of physical, mental and nervous energies which 
had to be conserved. The second law, however, 
asserted that the transformation of one form of 
energy into another entails a “dissipation”. In 
other words, inefficiency and wasté would result 
in a gradual loss of energy that could otherwise 
have been converted into productivity: 


< ... it was the excessive, irregular, and poorly organized 
work that produced and defeated the body (Rabinbach, 
1983, p. 484). 


Consequently, 


... social interests of medical and economic research 
were increasingly directed towards the determination 
of the precise economies of labour power (Rabinbach, 
1982, p. 48). 


The second law of thermodynamics seemed to 
support the view that the nation which best 
conserved and utilised its energy supply, includ- 
ing labour power, would win the race for 
industrial supremacy. 

Medical researchers subsequently claimed 
that overwork and fatigue were not the result 
of excessive work, but of the inner drive to work. 
By the 1870s: 


_ Fatigne, it appears, replaced idleness as the moral 
infirmity of the will to work (Rabinbach, 1982, p. 51) 


and 


.. Superseded idleness 2s the quintessential disorder of 
work (Rabinbach, 19827. 


Whilst some researchers tried to determine the 
limits of human labour beyond which excessive 
fatigue hindered the ability of the body to 
replenish its energy, others more directly 
searched for ways of shifting outwards the 
horizon of fatigue (Cross, 1989). Taylor, 
Gilbreth and their counterparts had sought in 
this vein, to discover the proper motions of 
muscular movements which minimised the use 
of energy. In France, Gilbreth’s associates sought 
to derive a harmonious and “rational form 
of gymnastics” (Rabinbach, 1982, p. 51) 
using time-lapses photography. They hoped to 
develop i 


. . the ability to accomplish a large amount of mechanical 
labour in a given time with as little AEREE as possible 
(Perrot, 1979, p. S 


The body had become the focus of the 
production apparatus, not so much for its 
physical strength which was rendered less 
essential with the advent of machines on the 
factory floor, but for its ability to resist mental 
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attrition. It was within this frame of concerns 
revolving around competing theories of fatigue 
that attempts were made to allay fears about 
fatigue and overwork accruing from the applica- 
tion of scientific work methods. Indeed, BUR 
used the stigma attached to fatigue to the 
company’s advantage by making the case for the 
application of scientific management principles 
even more persuasive. 

In sum, financial incentives which the Ministry 
of War provided to factory owners to make 
the necessary expenditures for introducing 
scientific management, pleas to workers not to 
oppose Taylorism in the name of patriotism, 
support for greater cooperation between the 
patronat and the working class and calls for 
unity in the face of war were important elements 
in enabling Renault to apply scientific work rules 
during the war years. This was further aided 
by Albert Thomas’s policy to encourage the 
employment of unskilled workers which helped 
dilute opposition to reforms in work organisa- 
tion at Renault. In addition, the possibility of 
deploying scientific management techniques to 
enhance productivity and work activities was 
also linked to a wider discourse concerning the 
interrelationship between. fatigue and work. 
This was to render Taylorism even more 
appropriate as a form of guiding the manage- 
ment of work tasks. In the main, the war had 
precipitated the redeployment of scientific 
management which, in turn, was to prove 
important in altering accounting processes 
and control activities at Renault during the 
post-war years. It is the configuration of 
various elements including the stigma of fatigue, 
the political rhetoric regarding unity and 
patriotism, Albert Thomas's vision of the “new 
factory”, the enhanced pliability of the work- 
force during the war years and the relaxation 
of laws concerning work conditions which 
presented novel dimensions in the way in which 
organisational activities could be controlled. 
But the war also offered the enterprise the 
possibility of making unprecedented economic 
gains, and industrialists’ pursuit of profits 
coupled with the growing application of scientific 
work. techniques was to subsequently alter 


Renault’s accounting practices in significant 
ways. 


WAR PROFITEERING AND COST 
CONTROL 


Once industrialists became implicated in 
producing war material to supplement the 
output of state munition factories, it became 
evident that large profits could be made from 
participating in the war effort. A growing 
number of factory owners rapidly began turning 
their production facilities toward the manufac- 
ture of munitions. Initially, war profiteering was 
condoned if not encouraged by the state. Albert 
Thomas had remarked on 5 December 1914: 


The government has fust legislated that industrialists 


aiding with (war) supplies will be assured prices higher 
~ than those which prevailed before the war and will 


_ benefit from less severe costing justifications (Thomas, 
cited in Hatry, 1982, p. 168). 


Partly this was a reflection that it was still not 
clear how drawn out the war was going to be, 
High prices thereby allowed industrialists to 
cope with the uncertainty surrounding both the 
duration of high demand and the stability of the 
market, for war supplies. The ‘state’s attitude 
produced a situation which induced producers 
to quickly mobilise their forces to partake in the 
war effort. Prices for war materials were 
established by the producers and typically went 
undisputed by the Under-Secretariat. Renault's 
first order for aircraft engines in August 1914 
for instance, were priced at 35,360 fr., which 
included a 12% profit mark-up. To this, an 
additional “extraordinary depreciation charge” 
(Hatry, 1982, p. 169) of 1890 fr. was applied 
on the first 1000 engines to allow for the 
uncertainty. in continued demand. 

The production of shells was seen as being 
among the most profitable item of munition, as 
revealed by the findings of a state investigation 
committee which reported that between 14 
September 1914 and 15 October 1915 the 
average profit margin on shells had been in the 
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order of 28%. The profits being made on shell 
production.led Albert Thomas to appoint a team 
to work on establishing the cost-price of 
producing shelis in August 1914. Part of the 
problem had been that producers chose to 
manufacture 75 mm shells rather than the more 
urgently required 155 mm and 220 mm shells. 
The reason was linked to the time lags in 
obtaining the necessary raw material, which in 
turn curtailed manufacturers’ profits from the 
production of larger shells. In his plea to 
increase production in the interest of the 
National Defence, the Under-Secretary told 
industrialists to 


... leave the questions of prices ... entirely to his sense 
of fair play (Thomas cited in Godfrey, 1987, p. 203). 


At stake was not only the delicate relation- 
ship which existed between state officials and 
industrialists, but also the lack of a standardised 
universal definition of profit or any conception 
of what might constitute a “fair profit” (Godfrey, 
1987, p. 213). 

Albert Thomas’s position in the Ministry of 
War made him ultimately responsible for main- 
taining supplies of munitions for the fighting 
armies rather than worry about profiteering: 


From the government's point of view, the “dishonest” 
industrialist was not the one who charged excessive 
prices — they all did — but the one who failed to deliver 
the goods (Albert Thomas cited in Godfrey, 1987, 
p. 219). 


Without the right ‘to examine accounts, state 
Officials had to accept the word of industrialists 
about the nature of their-operations and the size 
of profits. But even in cases where enormous 
profits and fraud were discovered; the need for 
productive capacity was sufficiently great that 
the government had to resist imposing sanc- 
tions. Moreover, the government was com- 
promised in its efforts to assert its authority 
over private enterprise, given that so many 
industrialists also held important part-time 
offices in the civil service. 

As material shortages compounded during the 
war, prices for supplies, machinery. and raw 
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materials escalated. These prices had to be 
accounted for by industrialists in setting prices 
for war supplies which became contractually 
binding. Rapid fluctuations in raw material and 
production costs often led to an “inequality of 
prices” (Godfrey, 1987, p. 202) existing for the 
delivery of material by different suppliers at the 
same points in time. For instance, one industrial- 
ist complained to the Under-Secretariat about 
the variety of prices which the state paid for 90 
mm shells. A difference of 40% to his dis- 
advantage existed between the price he had 
been paid.and the price other firms had been 
paid. The industrialist demanded an upward 
revision of the price for shells stipulated in his 
original contract. Albert Thomas's reply was that 
a uniform price for the same product woud be 
even more unfair and that the price probably 
reflected a difference in “cost-price” (Godfrey, 
1987). 

It was within the context of the protracted 
emergence of French thinking supporting ideas 
underlying Taylorism, alongside the possibilities 
the war presented industrialists for making large 
profits, that scientific management principles 
began influencing Renault’s accounting prac- 
tices in significant- ways. A particular concep- 
tualisation of a dynamic between work methods, 
productive output and cost contaiiment was 
starting to emerge. For instance, the first issue 
of BUR, which appeared on 2. August 1918, 
described the costing function which had been 
installed and how it could be used by factory 
foremen. Particular emphasis was placed on 
overhead costs: 

Mr Renault wishes that we advise you on the importance 


of overhead expenses in the factory — costs which are very 
important and most of which are under your control ... 


What is your goal? It is to ensure that the work assigned 
to your work group is well executed which means with 
the lowest possible cost. 


In the factory, two types of costs exist: 

1) the cost of the labour paid to workers 

2) other cost incurred during production which we call 
overhead costs. These include power, tools, oil and 
cloths, machine maintenance, training costs, interest 
expenses, depreciation, etc ... 
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‘In all workshops, the overhead costs far exceed labour 
costs: 


Machine tool Daily Daily 
costs labour costs overhead 
200 HP drill 1.80 3.251 
Milling machine 1.80 5.331 

_ Norton rectifier 1.80 8.104 
Sharpening device 0.55 4.989 


(BUR, 2.8.1918, p. 2). 
The article in BUR then stressed that 


- . . you are to control these two categories of expenses. 
For labour expenses, it is your professional abilities 
which will enable you to assess the work and the output 
ofyour subordinates. Control of overheads however, will 
require other capabilities on your part. You must 
carefully monitor all expenses to avoid wastage; you 
must make economic use of raw materials; you must 
-~ ensure that all material issued to you is in good order 
and use it as soundly as possible. 


Capabilities which you need to meet these demands are 
called administrative capabilities. Since overhead costs 
“exceed labonr costs, you must give priority to your role 
as administrators in the control’ of your workteams, 
particularty in this factory as there is already a Time and 
Motion Studies Department (Service de cbronométrage) 
which relieves you partly of this task (ibid.). 


A link was being created between the applica- 
tion of scientific management techniques and 
overhead cost control. The foreman was told 


... not to think that once the Time and Motion Studies 
Department (service de chronométrage) has established 
work methods and set rates, that you have no other role 
to play. Once a rate is established, it is your duty to show 
workers that it is appropriate and will result.in higher 
than average wages (ibid). 


Moreover, the foreman was to develop an 
understanding of costing concepts in order to 
effectively control overhead costs. As part of an 
example, the BUR article explained 


... 2 250 horse power drill uses 3.34 F per hour. Thus 
a team of fifteen workers will spend 540 F per day, 
working 11 hours in addition to earning their wages 
(ibid., p. 4). 


But just as the emergence of ideas about the 
scientific management of work tasks has been 
argued to have affected Renault’s accounting 
practices, so the role played by statistics in the 
regulation of national economic affairs and the 
conduct of state activities.can also be viewed as 
an historical force which conditioned Renault's 
internal system of accounting. Prior to examin- 
ing ways in which statistical thinking became 
an integral part of cost control at Renault, it is 
desirable to consider briefly the manner in 
which statistics as a tool of state control 
emerged. 


THE ANTECEDENTS OF STATISTICAL 
CONTROL 


During the sixteenth century, statistics was 
concerned with “that which related to the 
state” (Rosanvallon, 1990, p. 37). Accordingly, 
Intendants collected statistical data on the 
nation’s population as “counting subjects served 
to measure riches” (Rosanvallon, 1990, p. 38). 
By 1727, the results of a comprehensive 
statistical survey on the population was pub- 
lished by Boulainvilliers (L'Etat de la France) 
which 


... from this time marked for the state, the use of statistics 
in governing (Rosanvallon, 1990). 


At this time, the Abbé de Saint-Pierre proposed 
the creation of a central bureau for the 
collection and analysis of statistics. The intro- 
duction of calculus into statistical methods by 
Condorcet, who viewed massive public health 
programmes as a step toward the. perfection of 
mankind, was also a significant step in applying 
a science of numbers to public policy (Baker, 
1975). In 1784, Necker, the General Director 
of Finances established his Bureau de la balance 
du commerce to collect information on national 
production, paving the way in 1800 fora Bureau 
de statistique put into place by Chaptal, the 
Minister for the Interior, who noted: that the 
government . 
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... must know everything in order to take appropriate 
action (Chaptal, cited in Baker, 1975, p. 39). 


Into the second quarter of the nineteenth 
century, professional journals appealing to 
statistical data for guiding public policy were 
established. The Annales d’bygténe publique et 
de médecine légale set out to widen its agenda 
by aiding legislators and magistrates in inter- 
preting the law and monitoring the maintenance 
of public health. Rabinow (1989, p. 60) notes 
that: : 


The importance of the Annales was that it opened a 


discursive space linking the systematic study of hygiene, 
statistics and the social world. 


At this time, the works of Adolphe Quételet 
(1796-1874) publicised how the concept of the 
norm could come to be viewed as a privileged 
means of understanding and defining society. He 
actively promoted the notion of the “average 
man” as a useful means of understanding “moral” 
statistics (on marriages, crimes, suicides, etc.) 
(Hacking, 1981). Quételet had campaigned 
vigorously for the creation of statistical data 
banks, standard statistical terminology and the 
comprehensive collection of “moral” and social 
statistics and from the middle of the nineteenth 


century 


... countings of all types began to appear. Congresses 
were held, international and national statistical societies 


were created, bringing together novices, physicians, 
_ hygienists, actuaries, social reformers. ... (Desrosiéres, 
1985, p. 280). 


This was a time when statistics was he 2+ 


... Caught in a web of social practices ... resembling a 
moral and political science (Desrosiéres, 1986, p. 66). 


Consequently, organisations which collected 
statistical information: existed principally to 
serve a specific political role. The Office du 
Travail, for instance, was established in 1891 to 
enable the Ministry of Labour to draw on surveys 
of salary trends, unemployment, working condi- 
tions, etc. Numerous other organisations were 
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established ‘to collect “moral” statistics (for 
instance: Institut d'économie sociale, Alliance 
a’bygiene sociale, Musée sociale, Sociéte pour 
Véducation sociale (see Etwitt, 1986)). In this 
respect, Rosanvallon (1990, p. 43) notes that 
the collection of statistical information became 


... first of all, a method of producing visibilities, to 
dissipate for the state the opacity of the social, to unveil 
‘that which lies underground, hidden in the innermost 
folds of society. 


To this he adds that the “state became sociologist” 
(Rosanvallon, 1990, p. 44). 

During the First World War, a number of 
mathematicians took up provincial govern- 
ment posts and subsequently had considerable 
influence in shaping state affairs. For instance, 
Paul Painlevé, a mathematician, was Minister 
of War for a time working alongside the 
“probabiliste” Emile Borel, who was Secretary 
General of the coordinating body — the 
Presidence du Conseil. In addition, Albert 
Thomas at the Ministry of War recruited Simiand 
and Halbwachs (two prominent social statisti- 
cians) as cabinet members to oversee material 
supplies, the allocation of resources and the 
production activities of munitions factories. 
With the help of statisticians, Albert Thomas: 


Through his influence in the management of war 
industries, which was necessarily a centralised task, 
and through standardising procedures put into place, 
developed new tools of state administration (Desrosi 
1985, p. 283). . . 
“Rationalisation” in managing state affairs was 
also bound up with the use of statistics. Jules 
Moch, a labour leader was to write in his book 
Soctalisme et rationalisation on the causes of 
the “rationalisation era of the 1920s” that 
the war had been an essential factor in its 
development: 


The scarcity of labour and the growing supply needs of 
the armed forces necessitated higher productivity in 
factory workshops; the growth in number and the 
enlargement of factories, to initially serve military needs 
and subsequently as an outlet for war profits, modernised 
work organisation and techniques of control; the 
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- centralisation of government under the direction of state 
~ technocrats ... combined with the shortages of raw 
material.. - enabled waste and scrap to be tackled (cited 


in Rials, 1977, p. 137). 
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Desrosiéres (1985, p. 285) argues-that because 
the state relied heavily on collecting statistical 
information from industrialists involved in 
the war effort, “statistical rationalisation as a 
management technique” became increasingly 
important in the functioning of industrial 


organisations. 


COST CONTROL AND STATISTICAL 
' INFORMATION AT RENAULT 


At Renault, statistical information began to be 
used towards the end of the war by supervisors 
and foremien rather than just top management 
along the lines which the state’s Statistique 
Générale de la ‘France and other bodies: had 
utilised statistical data for many decades’ for 
controlling the ‘economy and for the social 
management of the individual. The Renault 
worker was to start linking aspects of scientific 
work techniques to productivity and cost 
control by referring to statistical data. For 
instance, information on overhead cost applica- 
tion rates for individual machines was provided 
to supervisory factory personnel and foremen 
and for this purpose, a new department had been 
set up: i 


Given the need for such data and in order to encourage 
you to reduce costs, the management has created a 
Department of Statistics (Service de statistique) which 
is already in operation and which within a few months, 
-Wil enable you to iow all erpenses for every iodividial 
workteam ee 28.1918, p. 2). - r 


The foremen were: cacouraced to devas: ‘an 
understanding of costs, to appreciate the useful- 
ness of statistical data relating to factory 
operations, and to recognise the links between 
this information and scientific work methods. In 
this sense, once the individual could understand 
the different categories of costs (labour, material 
and overhead), he or she was. to then recog- 
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nise that overheads can be controlled by 
differentiating between types of cost behaviour: 


We will outline different typss of overhead expenses 
and show you how it is.possible to reduce them . 
These expenses are divided into two types: variable costs 
— those that vary with production .. . and fixed costs 
which ‘are independent of production: ‘ 


PR eon eae anels Were 
expenses (ibid., p. 5). g 


The BUR article made use of data tabled by the 
Service de statistique on individual categories 
of variable and fixed costs for an array of 
machines (see Exhibit 2) to illustrate how cost 
control could be effected. 

For each category of variable and fixed costs, 
a number of suggestions were made on cost 
control. Thus for power costs (dépense de force 
motrice), the foreman had to ensure that 
machine dials were properly set, maintenance 
was regular, and drill bits were sharp. This would 
help keep power expenses at a minimum. For 
fan-belts (dépense entretien courroie) sugges- 
tions werė made as tọ their proper mounting 
and change of speeds. The issue of BUR (ibid., 
p. 11) noted that: 


We have undertaken a statistical analysis of the usage of 
fan-belts since 1914 and have obtained the following 
results: 


-' Expenditure on fan-belts has increased from 22 F to 132 
F per machine. In terms of quantity, the’ increase has 
been of the order of 45%. This proves that fan-belts are 
not maintained property and are misused. - 


Likewise, for salaties (dépenses de maitrise et 
de manoeuvre), the article = that 
foremen 


... Should ensure the total deployment of available 
labour and reduce its use if it is in excess. Ths is a time 
ee ae 
of labour [due to the war] (ibid, p. 12). 


For rejects (apie de pièces: loupées), 
statistical records were.created to monitor their 
value at different levels of the factory:.- 
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EXHIBIT 2. Table of variable and fixed costs (BUR, 2.8.1918, p. 5) 














We have established a register of the value of defects 
giving - detail across individual workers and across 
individual teams, and this data will be given to you such 
that you fully realise the significance of rejects (ibid., p. 
13). 


For fixed expense categories, the article pointed 
out that 


.. it is not their total value which is of interest, but 
their hourly cost. You will immediately understand that 
‘the more hours a machine operates, the lower the hourty 
cost ... It is therefore important that machines should 
































































3 2 e $4 3 4 s 
eee Pods! di $4 =- f 
DESIGNATION DES DEPENSES aj e E iaz: fg i = fit 
ferj £ ieee | 3 ie FEE 
i WIE ESEE ASA : 
: 3 fae REJ bce 4 
1° Dépenses variables 
_ Dépense horaire force motrice -.-| 0.260 | 0.381 | 0.690 | 0.363 | 9.685 | 0.339 | 0.246 
Dépense horaire huiles, chiffons... 0.090 | 0-115 | 0.194 |. 1-009 | 2.040 | 0.805 | 0 359 
Dépense hor. entretien machines-.| 0.294 | 0.400 | 0 657 | 0-152 | 0.297 | 0.253 | 0.154 
Dépense hor. entretien outillage. -| 0.407 | 1.467 | 2.196 | 0.570 | 0-958 | 0.462 | 1.870 
v Dépense hor. entretien courroie- --! 0.105 | 0.154 | 0.536 | 0-102 | 9-103] » | 0.110 
Dépense horaire de camionnage et f i 
magasinage ------ T 0:238 | 0.299 | 0.474 | 0.137 | 0-208 | 0.155 | 0.101 
Dépense horaire de chauffage et ‘| i ` 
entretien batiment......-.---- 0.174 | 0.250 | 0.411 | 0-103 | 0:179 | 0.146 | 0.123 
Dépensé horaire de maitrise et ; 
MaNMUVrE eo ie Deptan isa 0.660 | 0. 624 0.910 | 0-667 | 1.014.) 0.598 | 0.409 
Dépense horaire de vérifications et 
Joupés.. 6... eee eee eee rere 0.157 | 0.259 | 0.236 | 0.048 | 0.147 | 0.080 | 0.080 
Dépense horaire d'administration et] f l | 
direction... .- 0-6 - cee eens 0.283 | 0.286 | 0.390 | 0.125 | 0.234 | 0.187 | 0.148 
Dépense horaire assurances et l | 
impéts .. 6. rie ener 0.206 | 0.209 | 9.283 j 0.091 | 0.170 | 0.136 | 0-108 
al: es 
_ 2° Dépenses fixes | 
Dépense horaire d'intérêt du capital.) 0.108 | 0.168 | 0.279 | 0.100 | 0.146 0.204 | 0.297 
Dépense horaire d'amortissement du ' ; 
EE ealeancnenters® 0.041 | 0.048 | 0.099 | 0.017 | 0.017 | 0.070 | 0.073 
installation... 6. +--+. sees eee ee 0.228 | 0.673 . 0-749 , 0.297 , 0.581 | 0.911 
Dépenses horaires totale 3 251 | 5.331 | 8.104 | 3.781 | 6.647 | 4.016 | 4.969 





. Each month, 


vies Baines Bee RoE 
you will be notified of the average use of machines in 
your workshops such that you fully appreciate the 
Progress you can realise from this approach (ibid., p. 15). 


The emerging role of statistical information, as 
evidenced by the information which was to be 
imparted on a regular basis to foremen and other 
supervisory personnel, was beginning to play a 
role in the control of operational activities at 
Renault. Although prior to 1916 statistical 
records of production and costs had been 
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maintained, statistics had not -been collected 
for the use of foremen and supervisors in 
monitoring the aggregate activities’ of their 
departments and subordinates. This tool for 
management control now offered lower level 
managers, supervisors and foremen, a way of 

quantifying organisational processes relating to 
the activities of workers, production teams and 
departments and other resources within and 
across time. 

Aside from having instigated more sophisti- 
cated costing practices and having set in motion 
factory reforms along the lines of Taylor’s 
scientific work methods, the war had also 
enabled statistics as an instrument for over- 


seeing work activities to emerge. The war had. 


created conditions and organisational circum- 
stances which .enabled-the rise.of a novel form 
of enterprise control. The increased application 
of scientific management techniques dividing 
production tasks and redefining work responsi- 
bilities was paving the way for more detailed, 
focused and in-depth control of enterprise 
activities. The growing complexity of cost 
records was beginning to allow a more elaborate 
number of organisational activities to be appre- 
clated in economic terms. The emergence of 
increasingly detailed statistical information on 
workers, work activities and productivity was 
starting to render possible the calculative 
control of organisational processes. It. is the 
confluence of:these organisational practices 
within Renault during and following the war 
which was to give shape to an extensively cost- 
based managerial ethos (see below). Whereas 
scientific management was beginning to enable 
the dissection of every aspect of factory work 
into manual movements to be calculated, 
evaluated and reformulated, statistical rational- 
isation was making possible its more compre- 
hensive analysis. The complexity of costing 
practices, in turn, was starting to proffer 
economic meaning to the. emerging atray of 
intricate data on production and workers. 
Interdependencies arising between scientific 
work organisation, complex costing techniques 
and statistical data within Renault, were to serve 
as precursors to more elaborate forms of. cost 


controls forthe management of organisational 
affairs during the post-war years. 


POST-WAR ACCOUNTING CONTROLS AT 
RENAULT 


As noted above, a Department of Statistics had 
been established at Renault during the war years 
to maintain information on the utilisation of 
resources and on the productivity of individuals 
and workteams. The Department of Statistics 
recorded information on cost containment by 
individual workers, workteazms and workshops 
to help identify the more productive from the 
less productive. But alongside the records 
maintained by the Department of Statistics, a 
system of individual log books was also put into 
place. Log books were maintained to inform 
section” heads, foremen and team leaders . 
about individual workers’ wages, rejection rates, 
damaged ‘tools, tardiness and absences. Such 
information was not only useful to supervisors 
in mataging their subordinates, but also 
in enabling an assessment of supervisors’ 
abilities in properly assigning tasks to the 
most appropriate worker. Individual nee books 
provided 


minimiae rejects and damaged tools on the other (BUR, 
No. 14, 15.2.1919, p. 2).. 


In addition to measuring the output of workers 
and assessing and monitoring their performance, 
log books: permitted “comparisons ‘between 


‘different work teams” and “different workshops” 


(ibid.) and’ thereby increased the calculative 
nature of organisational controls. 

The reliance placed on statistical data in 
relation to accounting information on wages, 
output and productivity continued to increase 
after the war. Complex calculations to deter- 
mine worker wages linked to productive output 
began. to .emerge. For instance, a personnel 
memorandum dated 1 July 1919 sets out the 
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intricate procedures for determining the salaries 
and wages of different factory personnel using 
a wide array of “productivity coefficients” (91 
AQ 59(2), Atelier 38 — Forge et Estampage: 
Barème d'Etablissement des Primes de Chefs de 
Section et de Chefs d'équipe, p. 2). Moreover, 
BUR articles stressed the objectivity of scientific 
work methods and the elements of “fairness and 
justice” (BUR, No. 38, 15.2.1920, p. 12) these 
conveyed: 


Time and motion studies ensure a degree of exactitude 
and accuracy which eliminate all possibility of contesta- 
tion and furnish a base for determining remuneration 
from which no reasonable deviation could be expected 
(ibid). 


Intertwined with a pursuit of greater produc- 
tivity was the quest for objectivity which itself 
was tied to enhanced quantification. For Renault, 


... the information contained in log books must be 
mathematical ... based on controlled factors rather than 
feelings, personal or sentiments (BUR, 
No. 14, 15.2.1919, p. 2). 


The application of scientific management pro- 
cedures, the provision of data by the Service de 
statistique, the maintenance of worker log 
books and the existence of calculative relation- 
ships between productive output and wage 
determination, were factors at Renault which 
transformed the organisation into units of 
productive capacity which could be monitored, 
assessed and controlled numerically. In effect, 
work activities were starting to be perceived as 
processes to be quantified. The administration of 
the factory, the management of the workforce 
and the articulation of organisational priorities, 
could now be formulated and expressed 
numerically. A realignment of the vocabulary of 
enterprise management and work activities was 
progressively taking place, giving precedence to 
quantified rationalisations and accounting-based 
mechanisms of control over qualitative interpre- 
tations. The transformation of organisational 
control from an activity lacking a set of rationally 
derived objective methods and rules to a 
scientific process that was seen as more legiti- 


mate and independent of subjective assessment 
was continuing to take place. Gide and Oualid 
(1931, p. 341) suggest that a process of 
“rationalisation” characterised French industry 
in the 1920s. At Renault, this trend was evident. 
Indeed, changes at Renault were very much in 
line with the urgings of a state commission 
appointed in March 1919 which identified 
“scientific work methods and specialisation of 
tasks” (cited in Bonin, 1988, p. 49) as priorities 
for post-war reconstruction. The pace of change 
in the management of organisational activities 
reflected a concern with enhanced quantifica- 
tion and greater scientific rationality. An array 
of techniques was emerging at Renault for 
rendering different segments of the enterprise 
increasingly accountable. One such specific 
form of control was the establishment of a 
General Control Department. 


The General Control Department 

In 1919, Renault established a General Control 
Department (Service de Contréle Général) 
whose object was to “... prevent irregularities 
and losses” (91 AQ 169 (4), Etude sur 
Vorganisation d'un conirôle général, 1.7.1919, 
p. 1). It had been noted that 


... in spite of specific controls existing within individual 
departments at Renault, it is without doubt that grave 
irregularities must be occurring to the detriment of the 
Company (ibid. ). 


The principal areas of activities to be controlled 
by -the new department encompassed factory 
workshops, stock warehouses, the salaries 
function and factory repair shops but it was to be 


... understood that as with the General Control for the 
Administration of Armed Forces, the General Control 
Department of Renault will, if required by senior 
management, control areas of activity other than those 
stated (ibid, p. 5). 


The General Control Department was to be 
staffed by 


... two or three clerks to deal with accounting matters, 
one or two clerks to deal with questions of shop control, 
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EXHIBIT 3. Example of an early general control report (91 AQ 167, No. 8, 15.7.1919) 
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EXHIBIT 4. Example of a pre-formatted general control table (91 AQ 169, No. 10, 
25.7.1919, p. 11) 


Item No. Material Quantity used Comments on Use of Material 
303243 Fibre QZIB =- avian a Se toe exe ane EA 
89962 Steel 162: aaah oe a iE a aAA INA 
89832 Steel 32 e ENN 
312005 Brass V4 eeunenn eaaa ENO AAEE 
314664 Steel Sanaa EEE OE 
7565 Rubber GIB wes Mesh AAA oe 


one or two clerks to deal with general control matters, 
and one secretary (ibid.). , 


One major function of the new department was 
to 


... shed light on internal affairs with an impartiality 
such that the conclusion of any inspection stand on their 
own without in any sense, giving rise to the slightest 
recrimination (ibid., p. 5). 


Underlying this’ objective was a concern that 
control be guided by objective facts and 
independent evaluations rather than personal 
judgement. 

The first report prepared by the Chief of 
General Control (Chef du contrôle général) 
appeared on 25 May 1919 and provided a 
detailed description of how delays arose in 
factory billings.’ The observations made did not 
follow a ready pattern of order and relied 
significantly on approximations. The report first 
outlined the necessary billing procedures: 


A stamp should be affixed on delivery statements which 
should indicate the invoice number, the date at which 
the invoice was prepared and also bear the accountant’s 
signature ... (91 AQ 169, No. 1, 25.5.1919, p. 1). 


The Chief of General Control then indicated that 


In 90% of cases, the above noted procedures are not 
observed or are performed only in part (ibid.), 


and the report concluded that lack of control 
and non-adherence to stipulated procedures 
was “detrimental to the firm” Cibid., p. 3). 
Subsequent general control reports dealt with 
a variety of issues including pilferage, excessive 
use of fuel by delivery vehicles, improper 


observation of payroll procedures, and letters 
of grievances sent to the personnel department 
by workers who felt they had received ill- 
treatment from their immediate supervisors. 
These early reports appeared at irregular 
dates (with gaps of one day to three weeks 
between reports). They were sometimes hand- 
written rather than typed and provided, in the 
main, qualitative explanations and descriptions 
of different departments” activities (see for 
instance Exhibit 3). 

The tenth general control report dated 25 July 
1919 looked at work processes in factory 
workshops presenting some items of data in the 
form of graphs and tables (see Exhibit 4) to 
support qualitative points raised. The report 
identified factors which a particular factory 
workshop head was held responsible for, but 
which were, in effect, not within his control: 


The Chief Shop Manager (Monsieur Mille) often attempts 
to tackle problems which are outside his control but 
which his position forces him to address and deal with 
(91 AQ 169, No. 10, 25.7.1919, p. 28). 


This conclusion was arrived at partially through 
a calculative analysis and made visible by 
an explanation relying on quantitative data 
supporting qualitative reasoning. 

Another report (91 AQ 169, No. 39, 16.3.1920) 
provided a detailed quantified analysis of 
differences existing in the accounting records 
of different sections, and concluded that not all 
accounting activitiés could be coordinated by a 
centralised accounting department because of 
the special needs of certain sections. Efforts to 
standardise procedures within different depart- 
ments were nevertheless being made to increase 
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EXHIBIT 5. Variance reporting using a standard format (91 AQ 170, No. 959, 10.12.1926) 


Contrôle Général _ ~<a 
Ne 


Veitcaton de ta paie du £0 Sbtembre ME. — 
Atelier YS (Sondages) 


| Somme | Somme | Différence 
à 









bon de 


Ci-joint feuilles de pais, bons de travail et cartons-de pointage des 3 
ouvriere mentionnés oi-dessus ` 


aanmanen mnnn a enam ma wr e ee d 


«Observations :_ 


NN ee ae Ore Reem Fae ay ope hmmm nt Merten 





Be rain m mae ee all A en em mee a e a Hi eee aS aa rar ae ni aa 





their comparability. Over the following years, appeared in general control -reports but were 
the frequency of reports grew and the situations Hmited to comparisons between. accounting 
examined increasingly focused on discrepancies records and actual transactions. For instance, 
between records maintained by different depart- one report examined discrepancies between 
ments. By the mid-1920s, variance calculations material vouchers on hand and physical stock 
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counts (91 AQ 169, No. 252, 1.4.1925) and 
another between time record sheets and actual 
salaries paid (91 AQ 169, No. 948, 27.12.1926). 
General control reports had become much more 
structured and almost totally quantitative by this 
time, using pre-printed ‘standard formats with 
separate tables for recording variances (see 
Exhibit 5). Accounting controls gradually 
widened the locus of control to other activities. 
In 1927, for example, one General Control 
Department memorandum explained the 
procedures for controlling raw material: 


Once every three months, inspectors compare the 
physical quantity with the registers ... Variances are 
then notified to the Industrial Accounting Department 
(Comptabilité Industrielle) (91 AQ 170, 11.2.1927). 


Although general control inspections at this 
stage mainly focused on differences between 
records and actual physical counts, and between 
employees and departments across time, they 
offered a very high degree of detail. One 
inspection report on an engine parts workshop 
completed on 21 January 1928 reveals that for 
each type of engine part manufactured, dis- 
crepancies in physical stock counts and records 
for the second half of 1927 appeared alongside 
those for the first half of the year to permit an 
appreciation of any improvement in variances 
noted, In addition, information on the average 
variance rate for each part for prior years 
was also provided (91 AQ 170, No. 1454, 
21.1.1928). Another general control analysis 
undertaken in 1928 provided a summary of the 
impact of a new system of Control in a forge: 


Before July 1928: Metal ingots were counted rather than 
weighed ... no information on daily spoilage as a 
percentage of combustible was available, nor of forge 
capacity, or proportion of recycled versus new metal or 
overall accuracy of accounting. . 


Presently: The installation of a weighing machine... and 
a compulsory register of weights according to metal 
weight, type and stock ... provides daily results. 
Accounting is now accurate (91 AQ 170, No. 1609, 
- 22.11.1928, p. 2), 


and -noted that: 


A study of accounting records and an on-site investiga- 
tion allowed us to confirm that not every item is weighed 
regularly (91 AQ 170, 22.11.1928). 


The reliance placed on accounting as a tech- 
nique for controlling organisational activities 
was thus becoming more widespread. 


The quantification of internal accounting 
The increasing role of accounting in controll- 
ing organisational processes, as evidenced by 
the changing nature of-general contro! reports 
during the 1920s, coincided with the expanding 
role of the General Accounting Department at 
Renault. In 1926, the Chief Accountant at 
Renault, in a 45-page report, outlined the 
activities of the General Accounting Department 
(Service de la Comptabilité Générale) at 
Renault. This department’s function was: 


a to maintain current accounts on cHents and suppliers; 
—- to maintain general accounts and to consolidate 
records relating to the manufacture of products for 
compiling financial statements; 
~ to provide statistical information and financial 
. projections; 
~ to manage credit. 


(91 AQ 39, Usines Renault Mémento sur Vorganisation 
de la comptabilité générale, 1.7.1926, p. 3). 


The role of accounting was much more exten- 
sive than that noted in the 1916 report Project 
@ Organisation Comptable (91 AQ 39) and 
pointed to a much larger set of ledgers and 
subsidiary accounts at Renault. Moreover, 
although much of the report dealt with record- 
keeping entries and the maintenance of ledgers, 
an emphasis was also placed on the need to 
provide daily statistical updates on stock flows, 
payments and sales. 

By the early 1930s, Louis Renault was 
placing considerable importance on accounting 
as a technique for monitoring production 
output. In a memorandum dated 30 September 
1930 (91 AQ 3), he requested that forges 
keep daily journals to record production such 
that - 


... the slightest increase in yield may be felt; as well as 


30 A. BHIMANI 


the slightest fall in labour output. Unproductive labour 
must be placed under the spotlight. 


On 22 October, 1930, Louis Renault requested: 


A review of the question on industrial accounting in the 
sheet-metal workshops which is presently insufficient... 
(91 AQ 3), 


and again on that date: 


Create an industrial accounting system for the tool and 


car body workshops ... It is necessary that daily 
accounting journals be kept on the consumption of bolts 
(ibid. ). 


Louis Renault also insisted on making increasing 
use of statistical data and graphs in controlling 
both financial and production activities: 


Provide graphs of funds available during the year and for 
previous years if useful (91 AQ 3, 14.10.1930) 


and 


Provide graphs of vehicle stocks in our factories with 
agents, with affiliates and other branches (ibid.). 


In a memorandum dated 20 January 1931 
addressed to Louis Renault in response to his 
requests, Francois Lehideux, a senior executive 
at Renault, confirmed that journals indicating 
production yields for tooling and car body 
workshops had been established and that 


... daity surveillance of these yields through graphs (91 
AQ 3) 


was being undertaken. The memorandum also 
confirmed that a committee on cost reduction 
(Commission des Economies) met weekly with 
production supervisors to review shortfalis in 
yields, overhead cost savings and the proportion 
of “non-productive” . activities. In a note to 
- Lehideux on 21 February 1931, Louis Renault 
. requested that the ratio of productive to non- 
productive workers be calculated when the 
maximum production yields are being achieved 
and noted: : > 


This number must presently be at a maximum (91 AQ 
15 (4), 21.2.1931). 


Overhead allocations were determined by the 
Industrial Accounting Department and relayed 
to individual workshops every month to provide 
information on cost reductions. Production 
supervisors subsequently became increasingly 
concerned about cost containment as a note to 
Louis Renault by Francois Lehideux written on 
1 February 1931 reveals: . 


‘This question over overhead expenses seems to interest 
production supervisors who come in to see me 


frequently to ask for information (91 AQ 3, Résponses 
aux notes de Monsteur Renault adréssées 2 Monsieur 
Lebideux depuis le ler Février, 1931, p. 4). 


Lehideux ensured that he received all copies of 
accounting information sent monthly to factory 
workshops from the Industrial Accounting 


Department:. 


At the same time as workshops, my department also 
receives a copy for close irispection (ibid., p. 5). 


Likewise, Lehideux received statistical and 
accounting information from every produc- 
tion point in the organisation. This informa- 
tion encompassed both actual and standard 
production data. For instance, for electric furnaces: 


A graph revealing consumption is sent’ to me ‘every 
month ... Actual production level is indicated to me on 
- adaily basis. The ratio of these factors is provided weekly. 
Monsieur Jannin determines the theoretical level of daily 
consumption and these figures are submitted every week 
to my department (ibid., p. 8). 


The General Control Department reported on 
investigations directly to Lehideux on issues 
ranging from stock control, to the adherence to 
accounting procedures to cost containment. A 
number of investigations into the efficiency of 
administrative practices were also undertaken 
such as, for instance, an analysis of the speed 
with which an order was processed on average, 
or studies on delays in responding to customer 
queries. One such study by the General Control 
Department concluded that: 
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The proportion of letters with responses made in less 
than five days after their receipt is 66% (72% in May) 


The average response delay is three to four days (91 AQ 
171, No. 6008, undated but circa 1933). 


In the 1930s, tables analysing variances across 
departments, individuals and time continued to 
be reported. The calculation of variances, 
however, had become somewhat more detailed 
than they had been, showing differences between 
actual levels of production and theoretically 
determined levels of attainment achievable. For 
instance, one analysis dated 16 February 1933 
reported on 


. .. comparisons of petrol used with theoretical 
tion levels for January 1933 (91 AQ 71, No. 4492, 
16.2.1933) 


for a particular workshop. Theoretical notions 
of normal productivity enabled the analysis of 
variances, which in turn rested on a knowledge 
of standard manufacturing capacity and actual 
performance. 

At this time, the level of statistical detail 
in accounting reports was considerable. For 
instance, in 1936, Louis Renault was to request 
information on overhead costs in the form of 
graphs, since: 


Analyses of accounts appear to cause managers a level 
of difficulty. Conversely, the reading of graphs is easier 
and allows ready information on workshop management 
(Louis Renault's Note, 91 AQ 3(6), 22.12.1936, p. 10). 


One report on the cost of medical treatment for 
workers injured on the job (91 AQ 171, No. 
7107, 5.2.1937) included data on the frequency 
of consultations, the variety of medical require- 
ments and the lost time from consultants’ 
movement around the factory works. The study 
drew on previous years’ statistics of medical 
treatments, calculations of consulting costs by 
the minute, and examinations of the shortest 
possible routes to and from different points in 
the Renault plants, to ultimately arrive at a total 
annual cost for medical services of 692,648.20 
fr. An equally complex investigation was carried 
out to establish whether a particular production 


supervisor should be held responsible for 
production errors, or whether a faulty weighing 
machine in fact caused the problem. The analysis 
entailed a detailed examination of the quarterly 
performance of the production supervisor over 
a four year period, before concluding that: 


No reproach can be made from a professional standpoint 
of Monsieur Thibaut, manager of the workshop under 
investigation (91 AQ 172, 30.11.1937). 


In general, control over organisational activi- 
tles as depicted by the changing nature of 
general control inspections and other manage- 
ment reports continued to rest increasingly 
on accounting and costing mechanisms and 
statistical reasoning. Louis Renault’s concern 
with cost containment could now find even 
fuller expression in an ever-increasing reliance 
on accounting modes of controlling his enter- 
prise. In particular, the establishment of a 
Department of Cost Savings (see below) would 
complement the activities of Renault’s other 
accounting departments and create an account- 
ing-based network of organisational controls 
which ultimately would enable extensive and 
widespread management through costs. 


Managing through costs 

During the late 1930s, Louis Renault was 
ever mindful of costs. In reviewing his com- 
pany’s financial performance, he commented, 
for instance, that: 


The rising cost over the past years of salaries, material, 
and other parts making up our products are far in excess 
of the increases in our product prices and jump to the 
eye ... Our profit margin has been rapidly absorbed by 
the brutal rise in costs and product price increases 
cannot meet this rise (Louls Renault, cited in 91 
AQ 3, Résumé de la Conférence de Monsieur Renault, 
12.5.1938). 


Among Louis Renault's concerns at the time was 
the firm’s inability to satisfy the demand for 
commercial trucks, small passenger vehicles, 
agricultural tractors and boat motors. He was 
aware that overhead costs reduced profit 
margins on some items more than others and 
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was keen to both reduce cost prices for the 
firm’s products and to focus production capacity 
on the more profitable lines. Louis Renault in 
his attempt to understand costs had wanted the 
determination of cost to be 


.. Very precise and approaching as far as possible, reality. 
The determination of costs should not just be an element 
of bureaucracy, but should provide the opportunity to 
make objections on particular aspects of the product 
and even to propose alterations (91 AQ 3(6)), Notes de 
Monsieur Renault No, 3934, 10.11.1937). 


The management and control of the enterprise 
was becoming increasingly based on accounting 
data and systems for the collection ofaccounting 
information were being created with relation- 
ships being forged with existing modes of 
_ accounting information capture. Thus in 1937, 
-a Department of Cost Savings was established at 
Renault (Service Economtes) whose mandate 


To search for and seck to realise cost savings which may 
be possible within.any part of the organisation (91 AQ 
3 (6), Note concernant le Service des Economies 1937— 
1938, 22.12.1938). 


A report outlining the role of this new department 
stressed that: 


` Whilst certain potential cost savings may be brought to 


light by directly observing the operation of workshops, 
‘it appears indispensable to examine “expense accounts” 


for the organisation to find savings that may be “evident” ` 


or “possible” (ibid, p. 1). 


The Department of Cost Savings sought to 
provide information on: costs incurred relating 
to “any item at any stage of production” (ibid.). 
Moreover, the accounts were to enable calcula- 
tions of production costs for each item for every 
workshop and allow a comparison with standard 
“theoretical” (ibid.) costs. The mandate of the 
Department of Cost Savings was essentially to 
restructure the organisation such that cost 
savings and greater accountability of personnel 
could be effected. The new department estab- 
lished an accounting system by grouping similar 
production workshops together, each group to 


be headed by a departmental manager in charge 
of “supervising and managing” (ibid., P. 2) the 
production workshops. ` 

Whilst this process of decentralisation was 
taking place, “Administrative Engineers” (91 AQ 
3 (6), Conférence du 31.12.37 aux ingénteurs. 
administratifs) were appointed to oversee the 
operation of temporary departments. Initially, 
22 depattments were identified and thé 
same number of administrative engineers were 
appointed. Their task was to then search for 
possible cost reduction options by focusing on 
material, labour and overheads identifiable with 
each department. For material, they noted that 


... Quantities consumed must be compared to quantities 
theoretically necessary and the attention of the heads of 
the department concerned is directed to the difference 
between these two quantities (ibid., p. 2). 


In addition, following ‘a number of general 
meetings, the administrative engineers suggested 


To increase labour productivity ... two elements of 
information are essential: actual production achieved 
and planned production. This implies a ‘need to control 
ongoing work by counting the output and also to extend 
time ‘and motion studies (from which | theoretical 
production levels may be deduced) to all aspects of 
manufacture (ibid, p. 5). 


They indicated that: 


The information obtained for both material and labour 
is officially only available to those workshops where time 
and motion studies take place. This is why it is requested 
-with insistence, that the principles of time and motion 
studies be applied to all’ workshops (ibid). 


The containment of costs rested on the 
availability of standards and the ability -to 
calculate variances. This in turn necessitated the 
application of time and motion principles.. 

The Department of Industrial Accounting 
which was already in oe and which 
functioned to i 


.. oversee all factory expenses: material, labour and 
overheads (91:AQ 3°(6), Note, 12.11.1937, p. 12) 
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and to 


... maintain control over all accounts relating to 
production, in conformance with general guidelines of 
sincerity (91 AQ 3(7), Role du Service des Economies 
et de la Comptabilité Industrielle dans leurs support 
avec les départements, 20.5.1938) 


was to be supported by the Department of 
General Control and thé new Department of 
Cost Savings. The authority of the Department 
of Industrial Accounting itself was the subject 
of some change in May 1938. A memorandum 
report outlining the technical procedures to be 
observed by production departments and work- 
shops commented on the necessity to provide 
all relevant data to the Department of Industrial 
Accounting but’ also noted that production 
departments had to identify an individual 
responsible for conveying this information who 
would 


... receive directives and procedures to be followed 
from the Department of Industrial Accounting, and who 
would be required to furnish the latter with all the 
information it requires (91 AQ 3(8), La Comptabilité 
du Département, 20.5.1938, p. 1). . 


Moreover, 


.». to maintain good liaison between the Department of 
Industrial Accounting and other departments, and to 
facilitate the accounting tasks to be carried out, the 
Department of Industrial Accounting will, at its cost, 
place an accountant within production departments in 


charge of compiling production accounts, controlling all 
accounting procedures and - participate in all other 
accounting matters as it sees fit (ibid.).’ 


In November 1937, the Department of Costing 
(Service des Prix de Revient) was reorganised. 
Rather than being attached to the General 
Accounting Department as had been the case, 
it was now to be 


-.. an antonomous department with a head reporting 
directly to general management (91 AQ 3 (6), Note: 
Service des Prix de Revient, 12.11.1937, p. 1). 


Its primary function was 


... essentially to fix cost prices within which production 
must take place .. . It is charged with providing a normal 
cost which guides production (ibid.) 


and it was 


. to be situated between the Technical Studies 
Department (Bureau d'Etudes) and the Time and Motion 
Studies Department (Chronométrage). The head will be 
in constant contact with: 

— an officer from the Design Department (Bureau 
d'Etudes) 

— an officer from the Tooling Department (Bureau 
d’Outillage) 

— an officer from the Time and Motion Studies 


Department (Chronométrage) 
— an officer from the Purchasing Department 
(Service d'Achat) (ibid.). 


Moreover, 


... the Department of Costing will naturally be in contact 
with the production operations, that is, it will have to 
know how production keeps up with costs provided 
such that revisions can be made and ultimately, such 
that costs can be reduced which is the principal goal 
sought to be achieved. In this respect, the Department 
of Industrial Accounting will likewise, have a permanent 
officer liaising with the Department of Costing (ibid, 
p. 2). 


The Department of Costing was, like the 
Department of Cost Savings, to be linked 
to operational processes through other auxiliary 
departments which themselves were implicated 
in the control of production activities. The 
network created by these departments (the 
General Accounting Department, the Industrial 
Accounting Department, the Department of 
General Control, the Department of Costing, 
and the Department of Cost Savings) ulti- 
mately produced cost information on opera- 
tional departments which was subsequently 
made available to top management. The 
availability of such information was seen as 
important and in May 1938, the Chief Accountant 
outlined the technical details of the general 
accounting procedures at Renault in a report 
entitled Plan Comptable (91 AQ 3 (8), 
12.5.1938). He concluded the report by noting 
that 
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.. even if it is not yet possible to establish the above 


accounting procedures. for all departments on a daity 
basis, it is the 'priniciple of daily accounting (une 
comptabilité quotidienne) which must be borne in 
mind ... nothing is as valuable as daily accounting. Such 
accounting offers elements of total and permanent 
_control (ibid., p. 4). 


By this stage, scientific management information 
and statistical data had become an integral and 
inherent part of the compilation of accounting 


reports. 


SUMMARY AND DISCUSSION 


Examining the metamorphosis of accounting 
practices and forms of internal control at 
Renault over the company’s existence prior to 
the outbreak of the Second World War has 
provided some insights into the process of 
accounting change. It was noted that during the 
first decade of this century, Renault’ used a 
bookkeeping system which covered. an exten- 
sive range of cost records. One primary concern 
of the firm’s founder. was' to keep costs at a 
minimum, and it was this which for'a period 
held back the application of scientific manage- 
ment principles because of the way in which 
costs were categorised at the time. Yet over 
time, the application of scientific management 
principles was eventually to become a principal 
strategy for cost reduction.'A number of 
unrelated changés and independent forces 
external to the organisation ultimately contri- 
buted to the widespread usage of Taylor’s 
scientific management techniques at Renault. In 
part, social thinkers had advocated from the mid- 
eighteenth century the use of scientific manage- 
ment approachės to the administration of the 
state and the governance of the country. The 
rhetoric surrounding scientific rationality had 
pervaded much of philosophical and later 
social and political thinking. Ideas about social 
differentiation, the division `of labour and the 
scientific break-up of tasks had already achieved 
wide currency, particularly in the conduct of 
state affairs, in a way complementary to work 
principles advocated by Taylor. The propagation 


of Taylor’s ideas in France, however, was also 
tied to the political struggles of industrial 
engineering societies seeking the advancement 
of their professional status and social image as 
well ås to the predisposition of industrialists to 
scientific ideas. It was, in effect, the pursuit of 
rational scientific reforms at the political level, 
broad notions of the propriety of scientific 
objectivity and the attémpts at bridging the 
professional void which had existed between 
state engineers and industrial engineers which 
played a part in sponsoring the use of scientific 
management principles within French organisa- 
tions prior to the First World War. At, Renault, 
this occurréd initially through a link between 
an , engineer and an important , advocate of 
scientific’ management, but later through Louis 
Renault’s personal observations in the U.S.A. of 
the method’s potential for reducing costs. ~< 
Ultimately, it was the First World War which 
was to promote the widespread application of 
scientific management and its firm footing at 
Renault. 

` The demand for artillery and munition during 
the First World War far exceeded the suppły 
capacity of state operated factoriés, and the 
ability of the private sector to produce war 
material was diminished by the German advances 
into the north-eastern parts of the country. 
Consequently, the Ministry of War placed high 
priority on maximising productivity in factories 
engaged in servicing the‘needs of the war effort 
by whatever means available. According to 
Albert Thomas of the Ministry of War who had 
been exposed to scientific management through 
his longstanding friendship with Louis Renault, 
Taylorism was an approach which could address 
the productivity problem. Scientific manage- 
ment had in effect served as an antecedent to 
its own promotion during the First World War. 
Moreover, the resistance-to Taylorism which 
had dampened its success prior to. the war had 
been quashed once its use became linked with 
notions of patriotism during the war years. 

Whilst productivity had been of primary 
concern to the state, developing an under- 
standing of the level of profitability from 
partaking in war contracts was becoming 
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increasingly important to industrialists. The 
price of supplies, machinery and raw materials 
during the war had escalated because of 
shortages and had to be accounted for in setting 


contractually binding. prices for artillery and — 


munitions. Renault consequently overhauled its 
costing system introducing an ‘array of -new 
‘costing categories as well as comparative cost 
data. Further, as part of its altered accounting 
methods, the company: more closely coupled 
product cost determinations with selling’ prices: 
using “fa méthode Taylor’. In addition to 
making changes to its accounting system, 
Renault also established a Service de statistique. 
Production foremen and - supervisors were 
encouraged to develop an understanding of 
costs, an appreciation of. statistical data-relating 
` to factory operations and. more importantly, to 
develop an awareness of particular conceptions 


ofa linkage between cost and statistical informa- 


tion and scientific work principles. Although 
industrialists’ desires for better understanding 
costs arose partly as a result of the situation 
presented by the war, and was therefore -a 
relatively. contemporary.concern, as discussed 
above scientific management had distant ante- 
cedents. The use of statistical information in the 
regulation of: complex entities likewise found 
‘its roots in history. It was deployed in sixteenth- 
century France as a tool for state control but 
had become particularly prevalent during the 
nineteenth century in collecting information on 
the economic and social condition of the 
country. During the war, the government relied 
extensively on statistical information as a 
tool for the administration. of state affairs 
and appointed a large group of statisticians, 
‘probabilists and mathematicians for the purpose 
OE DE eed oe eee 
collection. 

By the end of the war, Renault had patti 
enabled and witnessed the genesis of a complex 
of forces, contemporary and historical, making 
possible the conceptualisation of new strategies 
for ‘the-management of organisational affairs. 
This had been. in part, the. outcome of the 
availability of sophisticated costing information 
within a statistical frame of reference resting on 


economic conceptions of ‘Tayloristic. work 
methods. The subsequent transformation of cost 
control and accounting practices .at Renault 
depicts a trajectory conditioned by the. con- 
figuration of historical and contemporary forces 
which converged within the organisation during 
the war years. Independent forces of change had _ 
penetrated the enterprise at a specific historical 
juncture causing : later . accounting change to 
result: Such change was .dependent ‘on a 
complex set of relationships and preconditions 
including not only Louis Renault's penchant for 
economy and cost information, but also certain 
broader influences which produced within 
Renault ‘an environment conducive to the use 
of statistical information and pice. costing 
techniques. ie 

‘The analysis bingt to the fore a number of 
issues. about the process of accounting’ change. 
First, the examination points to the ‘possibility | 
‘that factors which find their origins Outside the 
organisation can come to be:lodged within it, 
instilling sources of. influence which affect-its 
internal processes. The organisation ultimately 
reveals particular forms. of administration, 
systems of operation and modes of action 
which appear to be internally rooted; and not 
dependent on any historical antecedents, but - 
which in fact find their provenance in historical 
changes and extra-organisational forces: The - 
analysis illustrates the manner in which the — 
specificity, of Renault’s internal functioning can 
be interpreted.in part,-as arising from earlier « 
external influences rather than solely ‘from 
notions of functional requirements dictated by 
forces internal to. the organisation. 

The multitude of linkages and the diversity of 
relationships which emerged between Renault’s . 
internal forms of ‘control and accounting prac- 
tices, and extra-organisational factors, point not 
only to the externally contingent nature of 
organisational structure and processes but also 
to the “arbitrariness of- institutions” (Foucault, 
cited in Martin, 198B, p. 11). The analysis 
suggests that certain historical factors residing 
outside the enterprise’ such as Saint-Simonian 
thought, occupational conflicts.. within the 
engineering profession and the stigma of fatigue 
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alongside an independent discourse on the use 
of statistics in guiding state affairs conditioned 
possibilities for organisational reforms which 
the war presented. Such a dynamic of change in 
turn produced a complex of forces which 
influenced and stimulated effects in Renault’s 
internal structure and practices. This configura- 
tion of forces was, however, time specific and 
peculiar to the sociohistorical juncture in which 
Renault found itself The characteristic nature 
of post-war accounting practices’at Renault was 
engendered in part through the indeterminate 
interaction of various contemporary events and 
socio-historical forces. Of significance is that any 
such “arbitrariness” relating to accounting is not 
overt. By delineating a contextual history which 
has focused on the diverse origins of accounting 
controls at Renault, the analysis has sought to 
“show the foreignness- of: the past” (Stewart, 
1992, p. 68) and has attempted to render the 
“previously familiar strange” (Stewart, 1992). 
Rather than suggest that accounting evolved as 
a‘reaction to organisational needs and that it 
accords with notions of essentialism, this essay 
has posited the existence of distant antecedents 
conditioning accounting practices at Renault 
and has, in this sense, defamiliarised accounting’s 
past. Moreover, the analysis suggests that wider 
social rationalities altered conceptualisations of 
legitimate organisational action and with the 
passage of time, such rationalities became 
embedded within the functioning of the 
organisation losing .their association with their 
external roots. Appeals to exogenous rationales 
`- over-time disappeared, enabling accounting to 
_ develop its own domain of reason. Thus, 
Taylorism and. statistical thinking affected 
internal processes within the company prior.to 
1920 and. Renault's justifications as to the 
propriety of their use was that they were 
“rational” (BUR, No. 4, 15.9.1918, p. 2), 
“efficient” (BUR, No. 6, 15.10.1918, p. 1), “fair” 
(BUR, No. 38, 15.2.1920, p. 12) and “accurate” 
(ibid.). But over time, such appeals to objec- 
tivity diminished. In this regard, accounting 
came to represent the “embodiment of ration- 
ality” (Carruthers & Espeland, 1991, p. 60) of 
a certain order without reference to other 


systems of meaning. Accounting at an initial 
Stage, afforded credibility and purpose on the 
basis of a pre-existing logic but ultimately, it 
symbolised that- which justified its own being. 

A second issue ‘raised by the analysis is 
that although external factors can affect organ- 
isational processes, the emergence of particular 
internal activities themselves establish a basis 
for. continued organisational-change. Sources of 
influence on the workings of the organisation 
arising’ from autonomous: extra-organisational 
factors and their interaction within the enter- 
prise confer the organisation with a potential 
for mobilising and sustaining its own subsequent 
forms of change. In this sense, the organisation 
acts as a platform upon which previously 
independent discourses and emerging social 
processes can create and give rise to novel 
directions for further organisational change 
emanating from within (Hopwood, -1987b). 
The enterprise enabled social forces with 
particular priorities and purposes to. pénetrate 
its workings and instil themselves such that they 
continued to exert pressure for further internal 
change. External processes directly affected the 
organisation but also permitted subsequent 
organisational change to echo the-agendas of 
past currents of change. Influences and pro- 
cesses such as these which penetrated and 
reverberated within Renault included circum- 
stances peculiar to the firm. The personality 
traits, concerns and proclivities of Louis Renault, 
for instance, had repercussions on the nature of 
organisational actions and managerial practices 
which emerged at Renault. External conditions 
and organisational circumstances both played a 
role in determining the modes of control and 
systems -of accounting which Renault, was 
to witness. Local and enterprise-specific charac- 
teristics become intertwined with extra-organ- 
isational specificities to delimit the form of 
internal.administrative mechanisms which came 
to exist at Renault. 

Finally, accounting change at- Renault has 
been characterised here as having been mobilised 
by a. configuration of forces and- intermingled 
effects consolidated within the enterprise. The 
mesh of mechanisms for the management of 


RENAULT 1898-1938 37 


organisational affairs which existed at Renault 
prior to the Second World War found its roots 
in factors both internal and external to the 
organisation. Forms of calculative practices, 
economic rationalisations and accounting pro- 
cesses had diverse and sometimes distant extra- 
organisational antecedents. If this analysis can 
be taken as an indication that the specificity of 
the internal workings of an organisation and its 
accounting and control systems can be better 
understood by a consideration of precursors not 
initially inhabiting it, then such a view must 
also suggest that the interplay of a multitude 
of factors comprises accounting in action 
Abstractions of the functioning of accounting 
detached from its context cannot be relied 
upon to illuminate our understanding of 
its conditions of existence, nor reveal the 


nature of its contingency on extra-organisational _ 


factors. 

Forms of accounting within Renault are 
argued to have emerged partially as a product 
of historical extra-organisational influences 
revealing a lack of calculated design. The 
functioning of internal accounting mechanisms 
is therefore argued to an extent to have been 


’ shaped by incidents that were unanticipated and 


unplanned but which nonetheless affected 
and altered organisational possibilities over a 
protracted period of time. 

What is evident is that emerging rationales 
for the regulation of enterprise activities do not 
follow a unidirectional path of advancement. 
Nor do forms of accounting control depict a 
logic of change which appeals to a supra- 
rationality divorced from their context. No 
invisible dynamics shape accounting in a predic- 
table manner. Even though accounting change 
is in part a response to actors exercising choice, 
the basis of choice, rather than being predefined, 
is conditioned by a conjuncture of complex 
socichistorical circumstances. As such, account- 
ing change is neither an inevitable consequence 
of a universal force of logic nor a predictable 
outcome reflective of a rationale transcending 
contextual elements. Conditions of change 
do not follow structural patterns such as 
to evoke predictable ends. Likewise, the nature 
of shifts in an enterprise’s control systems 
cannot be conceived as adhering to universal 
imperatives. Indeed, such change is determined 
by circumstance rather than by essence. 
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Abstract 


Statistical sampling has long been interpreted as a technical means for enhancing the efficiency and 
effectiveness of independent andits. This article subjects this interpretation to closer scrutiny from the 
perspective of institutional theory and the sociology of the professions. The article examines the role of 
statistical sampling as a social phenomenon complicit in modifying and controlling the accounting profession’s 
abstract system of knowledge. In so doing, the discussion provides a more thorough understanding of the 
roles of sampling in the auditing profession; and it extends the institutional theory perspective by examining 
the role of group interest in the institutionalization process. l 


Statistical sampling has won increasing accept- 
ance in the auditing profession as a means for 
more efficiently and effectively gathering and 
evaluating evidence concerning the fairness of 
clients’ financial statements. Kinney (1986a), 
recognizing the significance of audit sampling, 
edited a book containing articles he considered 
important in understanding its evolution. These 
- articles can be categorized as representing the 
following key milestones: (1) recognizing the 


applicability of statistical sampling concepts to- 


the problem domain auditors face (Carmen, 
1933; Prytherch, 1942), (2) establishing the 
relationship between mathematical statistics 
and auditing, and familiarizing practitioners 
with statistical sampling terms and techniques 
(Cranstoun, 1948; Neter, 1949; Vance, 1951; see 
also Loebbecke & Neter, 1975); and (3) 
articulating relevant mathematical refinements, 


integrating auditing with decision theory, and 
finally isolating a champion technique — dollar 
or monetary unit sampling (DUS), suited to the 
error distribution patterns auditors encounter 
(Elliott & Rogers, 1972; Kaplan, 1973, 1975a, 
b; Cushing, 1974; Kinney, 1975; Stringer, 1975; 
see also Leslie et al, 1979; Felix et al., 1990). 

To date, research focused on audit sampling 
has accepted the presumption that its raison 
d'être is to facilitate an auditor’s rational 
evaluation of evidential matter so as to produce 
the most efficient and effective judgments 
possible (Kaplan, 1975b). On this point, Kinney 
observed that “In my opinion, Stringer (1963), 
Elliott and Rogers (1972), and SAP 54 (AICPA, 
1972; Statement of Auditing Procedures 54, the 
first standard establishing the applicability of 
statistical sampling to auditing) provided the 
primary stimuli for most professors’ current 


* The authors gratefully acknowledge the helpful suggestions of Paul DiMaggio, Anthony Hopwood, J. Edward Ketz, James 
Loebbecke, John Meyer, G. Kenneth Nelson, Keith Ord, Zoe-Vonna Palmrose, Walter Powell, Sajay Samuel, Marc Vantresca, 
Gary Weaver, Mayer Zald and, in particular, the anonymous reviewers. 
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interest in auditing as an academic or scholarly 
area” (1986a, p. v). Thus, statistical sampling has 
earned recognition as a technical phenomenon, 
and the predominant research goal has been to 
enhance the fidelity of sampling techniques. 

Departing from this orthodox perspective, 
which regards the elements of professional 
structure to be shaped by the technical nature 
of the tasks professionals perform, a growing 
number of researchers have begun to interpret 
accounting as a socially constructed and inftu- 
enced process (see, for example, Hopwood, 
1985; Meyer, 1986). Among the theories that 
have guided this interpretation is institutional 
theory (see, for example, Covaleski & Dirsmith, 
1988a, b), which suggests that an organization’s 
or profession’s survival requires it as much to 
conform to societal norms of acceptable behavior 
as to achieve high levels of production efficiency 
(see, for example, Meyer & Rowan, 1977; 
DiMaggio & Powell, 1983). Thus, aspects of 
formal structure, policies and procedures like 
statistical sampling in auditing may simply be 
species of a conformity to widely held expecta- 
tions of acceptable practice. 

Consistent with institutional theory, the 
professions in particular tend to gain legitimacy 
by affiliating their efforts with the widely revered 
social values of rationality, efficiency and science 
(Abbott, 1988, esp. p. 16; for a contrasting view 
in accounting, see Danos et al., 1987). More 
specifically, Abbott (1988) noted that 


Once a field becomes self-conscious and professional, 
practitioners draw their self-respect from other col- 
leagues’ admiration. Since the professions are founded 
on knowledge, admiration peaks when knowledge is 
most pure —~ that is, when it is least deformed by actual 
application. Hence, mathematical preeminence (p. 238; 
sec also Aronowitz, 1988).' 


Within this article, we will depart from 
the orthodox auditing perspective that views 
sampling as a merely technical phenomenon, 
and instead employ the institutional perspective 
to examine sampling as a socially constructed 
and influenced practice, both in terms of the 
processes by which it emerged and the ways in 
which it became legitimated. But rather than 
establish a simple dichotomy between the 
technical and the ‘institutional, our analysis 
recognizes the duality that inheres i in sampling: 
it is a technique which is a socially constructed 
and influenced process, and yet, having been so 
constructed and influenced, is also a technique 
whose existence and own influence in con- 
solidating the practice of auditing cannot be 
denied (Desrosiéres, 1991). It has come to be 
both a technical and an institutionalized practice. 

It is useful at this point to specify which of 
the multiple “faces” of neo-institutional theory 
(DiMaggio & Powell, 1991) identified by Scott 
(1987) we plan to adopt.” In this analysis, we 
interpret “institutionalization” primarily as a 
process of creating reality that involves three 
“moments” used to organize our subsequent 


1 This nonorthodox perspective stands somewhat apart from those who view science and mathematics as based upon and 
passively representing a natural world, and instead sees sclence as complicit in a process of social construction. Those 
who take this latter perspective define the methods or content or purpose of sclence by outside aims and interests (see 
for example, Quine, 1951; Campbell, 1989; Bloor, 1983; Shapin, 1982). Here, described by such terms as “scientism”, the 
extensive array of methods and techniques drawn from science tends to be reduced and applied in a mechanical, uncritical 
fashion so as primarily to adduce an appearance of objective, scientific endeavor, wherein subjectivism and self-interest 
are either reduced to subordinate positions, or altogether obviated (Hayck, 1952; Glassner & Moreno, 1989; Manicus, 
1989; Freidson, 1986; Aronowitz, 1988). When statistical sampling is applied to auditing with concomitant appeals to 
science, rationality and efficiency, the various properties of statistical sampling techniques espoused by its proponents do, 
in fact, revolve around its source discipline, mathematics (Porter, 1986). Its purported goal is to ensure rational decision 
making, and its ostensible use is to encourage the efficiency and effectiveness of an audit. 


2 tt may also be useful to point out that, from among the multiple “faces” or forms of institutional theory Scott (1987) 
discusses, our analysis is also concerned with examining (a) a specific class of elements (Scott, 1987, pp. 497-499) — 
statistical sampling methods; (b) the authorization of organizational structure (p. 502) within public accounting firms 
by the profession; and (c) the acquisition of organtzational structure (p. 504) by adapting statistical methods to the 
auditing context as an effort to “model [its] own structures or patterns thought to be, variously, more modern, appropriate, 
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analysis: (1) externalization, in which audit 
practitioners undertake actions shaped by the 
everday exigencies of their task domain; (2) 
objectivation, in which they interpret these 
actions as having an external, objective reality; 
and (3) internalization, in which they once 
more internalize or “retroject into conscious- 
ness” this objectified reality to regularize and 
rationalize their everyday actions (Berger & 
Luckmann, 1967, esp. pp. 60—61; Scott, 1987, 
p. 495). 

But rather than merely apply the institutional 
perspective to explain the socially constructed 
facets of auditing sampling, we also expect to 
probe one of the major criticisms this perspec-. 
tive faces: the contention that institutional 
theory ignores the role of group interest in the 
institutionalization process (Perrow, 1985). 


DiMaggio (1988) attributed this shortcoming to - 


an apparent paradox rooted in the two senses 
in which we typically use “institutionalization”. 
Institutionalization as an outcome or a taken- 
for-granted form of structure places organiza- 
tional or professional practices beyond the 
reach of group interest; expectations of accep- 


table practice éxist and organizations conform — 


to them. By contrast, institutionalization as a 
process pervasively reflects organized interests 
wherein highly institutionalized elements of 
formal organizational structure are simultaneously 
legitimate and a source of further legitimation 
useful for developing and preserving a group’s 
own interests. 

In this analysis, we interpret the adoption of 
statistical sampling as an ongoing process, 
wherein techniques developed in the probability 
branch of mathematics both are legitimate per 
se and provide a basis for legitimating less than 
100% audits. Indeed, Abbott (1988) observed 
that one way to understand how a profession 
survives is to focus on its use of specific 


techniques to control and modify the abstract 
system of knowledge in response to societal 
forces that open and close jurisdictions, provide 
new models for bureaucratic practice, and 
change the currency of legitimation. 

For one to understand professional endeavor 
and self-interest, Abbott (1988) urged an 
examination of three historical events or pro- 
cesses: (1) a disturbance — here, the lost ability 
to conduct 100% verification audits because of 
a greater size and complexity of auditing clients 
and their reluctance to pay for such extensive 
services; (2) a shifting of jurisdictional claims 
— here, a shift from fraud detection and the 
profession’s attendant need for 100% audits to 
expressing an “opinion” on the fairness of 
financial statements; and (3) the transformation 
of the profession through modifications in its 
abstract system of knowledge that lead to a 
balance between the work performed and the 
jurisdiction a profession claims (the consistency 
of these three stages and the three “moments” 
of the institutional process alluded to by Berger 
& Luckmann (1967) and Scott (1987) is 
striking). 

More specifically, for the accounting profes- 
sion to transform its jurisdictional domain and 
successfully adopt sampling techniques, it had 
to accomplish three tasks, which will be 
discussed in detail in the next section. It had 
(1) to modify the objectives of auditing from 
the fraud detection achieved by the 100% 
verification of the accounts and transactions of 
a company to some other objective, while 
ensuring that it could only detect unintentional 
errors with a lower, estimable statistical prob- 
ability; (2) to refine the rigor of its sampling 
techniques through reference to the mathematical 
probability branch of statistics so as to imbue 
its estimates of financial statement error with 
credibility;? and (3) to convince the client’s 


or professional” (Scott, 1987, p. 504) — the structures adopted from mathematical statistics and previously in such “hard” 
sciences as astronomy and physics, and in elevating such “soft” sciences as psychology and sociology to more academically 
respectable positions (Gigerenzer et al., 1989; Hacking, 1975, 1981a, b; Leahy, 1980; Glymour, 1983; Ross, 1991). 


>We have excluded the history of statistics from full consideration in this current analysis. We note that a group of scholars 
combined in a year-long research project on “The Probabilistic Revolution” at the Center for Interdisciplinary Studies in 


44 B. CARPENTER and M. DIRSMITH 


management to accept the responsibility for 
fraud detection while convincing society to 
accept the increased risks inherent-in the 
profession’s abandonment of fraud detection as 
a major objective. 


A CHANGING. AUDIT JURISDICTION: THE 
THREE MOMENTS OF 
INSTITUTIONALIZATION 


According to orthodox views of rationality, 
strategies generally depend upon underlying 
objectives, while techniques or practices depend 
upon strategies (March, 1987). Accordingly, 
one can interpret audit strategies as shaped by 


the objectives of the audit, and these objectives 
tend in turn to dictate the development of 
appropriate auditing techniques (Mautz & Sharaf, 
1961).* Consistent with the orthodox perspec- 
tive, and in the interest of rationality and a 
natural progression of events towards statistical 
sampling, a change in audit objectives should 
presage a change in practices. An investigation 
into the changes in audit objectives and 
practices during the late nineteenth and early 
twentieth centuries reveals, however, that the 
changes in audit practices vis-à-vis statistical 
sampling actually preceded by forty or fifty. 
years, rather than lagged behind, the associated 
changes in audit objectives. Organized according 
to the three moments of the institutionalization 


Brelefeid, Federal Republic of Germany, which yielded two valumes of collected papers (Krüger et al., 1987a, b). The 
history of accounting and auditing was not examined by either effort. While this article does not specifically discuss the 
history of statistics, it docs complement the recent literature in the area. For example, the purpose of an inquiry by 
Gigerenzer et al. C12) aes to. examine the:applicatlon: of statistics and tie role in transforming the cönceptualizations 
held of nature, mind and society: 

From its beginnings in the mid-seventeenth century, probability theory spread in the eighteenth century from gambling 

problems to jurisprudence, data analysis, inductive inference, and insurance, and from there to sociology, to physics, 

to biology, and to psychology in the nineteenth, and on to agronomy, polling, medical testing, baseball, and innumerable 
other practical (and not so practical) matters in the twentieth. But this triumphal march was emphatically not the simple 
accumulation of applications by a mathematical theory. Perhaps more than any other part of mathematics, probability 

‘ theory has had a relationship of intimacy bordering upon identity with its applications. Indeed, there was arguably no 
` “pure” theory of mathematical probability until 1933 and until the early nineteenth century, the failure of an application 

threatened the theory itself For much of its history, probability theory was its applications. This means that probability 

theory was as much modified by its conquests as the disciplines it invaded . . . These transformations have been profound 
and wide-ranging, changing the structure of power as well as of knowledge. They have shaped modern bureaucracy as 
well as the modern sciences. The extraordinary range and significance of these transformations has rarely been 
appreciated, perhaps because the influence of probability on the various sciences has until now been studied only 
piecemeal. Also, the domain of probability and statistics was less often expanded by decisive conquest and revolution 
than by infiltration and alliance (pp. xili-xiv; for a discussion of the role of statistics in transforming the social sciences, 
see Lazarsfeld, 1977; Hacking 1981a, b; Hits, 1973; for a synthesis of the social location of statistics in the U.S. culture, 
see Boorstin, 1973, pp. 165-244; and in the U.K., see MacKenzie, 1981; for a contrasting view that discusses the 
development of-sampling methods from a relatively technical perspective, see, for example, Stigler, 1986; Kotz et al., 

1988). 

Thus, by examining the complexity of statistical sampling in transforming the jurisdictional domain of the auditing 
profession away from fraud detection (wherein not statistical sampling itself, but the people who use it appear to transform 
the profession) as an interesttaden process, the current analysis. contributes to this literature by exploring an additional 
applications area. For further discussion of the history of statistics concerning the role in transforming and being transformed 
by its applications see also in chronological order of periods examined, Hacking (1975), Daston (1988), and Porter (1986); 
for a detailed analysis of the development of mathematical techniques, see Stigler (1986). In Kotz et al. (1988), “Statistics 
in Auditing” (pp. 7A477720) d discussed as one specifie applicadon area fom a technical perspecdvè x 


1 From a macro audit perspective on this prioritization, see, for example, Mautz & Sharaf (1961, esp. ea sans 10), 
who assume the pre-eminence of fair financial disclosure in relation to the auditor’s role in society, and argue for the 
hierarchical ordering of first the philosophical foundation of anditing, then postulates, concepts and precepts, and finally 
practical applications or techniques; see also Toba (1975), Kissinger (1977), and Stephens (1983), for a more micro, audit 
specific view, see, for example, Statement on Auditing Standards 31, “Evidential Matter”, esp. paras 9-12, AICPA, 1989). 
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process — externalization, objectivation -and 
internalization — this section traces thé disturb- 
ance in audit practices leading to a shift in audit 


jurisdiction. and then the trarisformation in the: 
way in which ‘audit Preder is articulated and . 
controled.. ae -oa uin 7 


P Bite hy. 


The. externalization i of audit Sampling 

One of the oldest endating ‘purposes of. the 
independent’ audit is ‘the detection of fraud;:a 
purpose dating back at least to Mesopotamia iñ 
3600 B:C: (Most, ‘1959; Edwards; 1961). The 
detection of fraud as the predominant. auditing. 


objective is apparent in Dicksee’s: authoritative, i 


tinon era textbook: 


asa paapa 
~ 2 cae ` ` 


- "The objective afañ audit rnay Be sald fob ttireefoldi: 
7 (1) the-detection of-fraud, > 3! T 
“ae: (2) the detection of technical errors, and j 
3 (3) the detection of errors-of principle., t 
: Thus, an auditor's scarch for fraud should be unwearying 
E -and constant Dicer 1909, pp. coho ise 


Similarly, Stauib’s 1904 award-winning article, Bs 


“Mode of Conducting An Audit,” which provided 


the first authoritative description of. the typical. ; 


American audit program, stated. that 


wre 


: "The objective of the autor should be, in the main 

threefold: eo ee 

ie (1) detection of fraud, — 
. (2) discovery-of errors of principle, g $ 
(3) verification of the mechanical accuracy of accounts, 


and that owing, however, , to its importance, and often its . 
-predominating importance, the detection of fraud is i 


conceded a placé among the objects of an audit. From 
first to last, it is the auditor’s duty to be on the lookout 
for fraud (Staub, 1942, p. 509). 


ark 


Concurrent with the primacy of fraud detec- 
tion and following a growing trend to form ever 
larger companies through mergers, a number of - 
corporate’ abuses. ‘came to light in the late 


“nineteénth century involving such practices as _ 


stockwatering and overcapitalization. In part to 


combat these abuses, the Federal Industrial ` 


Commission'was established in 1898,.and in- its 
4900 Report, the-Commission recommended 


that an independent. public accounting profes- ` 


sion be formed to. help curtail these abuses in 
preference. to issuing a. battery. of new. regula- 


` tions. "The -Commission- concluded that the 


prime objective of the-profession should: be “to ` 


Prevent ‘the organizers of corporations | or 


industrial Combinations from deceiving investors 
and. the ‘public, either through | suppression of 
material facts or by making misleading state- 


-ments” (US. Congress, 1902, p. 650). Toward this. 
_ end, annual financial statements -subjected to an : 
. independent audit camé to be publicly. published’ 


— a course of action in which the business com. 
munity, eager. to escape direct regulation acqui- 
esced.(Previts & Merino, -1979; pp. 133-135). 

+ But. behind this accounting .“discourse” lay 
the domain of actual practice, where the formal — 
objectives éspoused by. the profession became 


_ transformed. as. individual: practitioners coped . 
- with such everyday exigencies-as client pressures. 


and the. cost of performing: audits, Within ‘this 


me reality, the client’s own influence over ‘the goals 
` and strategies of professional service became 


manifest (Freidson, 1986, esp. p. 218). 
More specifically, following. the Spanish— 

American War, the US. profession found itself 

serving a clientele characterized by great 


growth in their size, number and complexity* 


> As evidence of the growth and dispersion of American business at the turn òf the century, (4) the proportion of the U.S. 
Labor:force living in cities doubled and exceeded that in farming between 1860 and 1890, with over 70% of total working 
in manufacturing employed by-corporations which produced 74% of the value added‘ by manufacturing; (b) the gross 
national product increased from an-dverage of $12.8 billion in 1869-1973 to $52.3 bilHon'in 1897-1901 (1947.dollars), 
. (C) of ten leading industries‘at the end-of the century, four were in producer’s goods;.(d) by 1900 there were 26 industries’ 
with a net product exceeding $50 million per year compared with two in-1860; (è) the iumber of business incorporations 
in industralized states.grew 15- to'20-fold between 1850 and 1890; (f) while there were only 138 recorded mergers in 
manufacturing and mining in the period 1895 to 1989, there was-2653 in the -I898 to’ 1902 period (Krooss & ‘Gilbert, 
1972, pp. 145, 160—161, 190-191); and (g) while'in 1850 there were 19 accounting firms listed in the New York, Chicago 
and Philadelphia telephoné directories, te nimber increased Suit eee to 322 ini 1889 and. 1970 Abe With three > 
forerunners of the slow Big 6:belig established in the 1890s (Previts & Merin, 1979, pp: Be. 
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(Staub, 1942, esp. p. 509). As a consequence, 
the 100% verification of accounts and transac- 
tions became increasingly expensive. Consistent 
with Abbott’s (1988) observation that profes- 
sions tend to conform to the general social value 
of efficiency, Chatfield concluded that 


(FJjrom the first, the American audit bad to justify tts 
expense to proprietors and corporate directors, not to 
stockbolders or the government. Extensive checking of 
managerial stewardship [ie. the detection of fraud] was 
costly in comparison with the perceived benefits, and 2 

` substitute for the detailed audit was sought (1977, 
p. 126; emphasis added; see also Power, 1990. Note- 
worthy, in his discussion of the general history of 
statistics from 1820 and 1900 Porter, 1986, observed 
that perhaps the first use of statistics in the pursuit of 
efficiency was by W. S Gossett who invented smali 

` sample statistics in 1908 to facilitate the brewing of 
beer). 


Thus, fraud detection via 100% verification 
appears to have receded as the primary audit 
objective not because it proved irrelevant, but 
because clients refused to pay for it. Auditors 
externalized this practical, everyday client 
pressure -by resorting to the technique of 
sampling: 


History does not record what accountant it was, although 
he no doubt existed, who having verified the transactions 
in the pre-paid insurance account for a portion of the 
year, decided to satisfy himself as to the remainder by 
analyzing the insurance policies in force at the end of 
the year to determine whether the balance in the account 
was correct. Whoever it was, he gave birth to what was 
then an entirely new concept in auditing (Short, 1942, 
. p. 63), 


Supporting Short’s observation, the first CPA 
examination administered in the United States 
in 1896 included an optional question that 
alluded to audit sampling: “In an audit where 
detailed. examination of the books is not 
stipulated or not practicable, what examination 
is essential to insure their general correctness?” 
(Edwards, 1961). The American Institute of 
Accountants’ (AIA) answer, appearing in the 
American Accountants Manual, suggested the 
use of sampling methods (Moyer, 1951, esp. 
p.2). . 

Within this era, the sampling methods used 
such conventions as “block” or “month basis” 
selection methods rather than probability theory 
— primitive approaches unlikely to detect such 
nonsystematic errors as fraud, particularly in 
cases where managers knew of their use 
(Cranstoun, 1948).° By implication, once the 
primary audit objective, fraud detection could 
easily escape detection by the audit techniques 
in use, a disturbance arose concerning the 
viability of the profession's existing jurisdictional 
domain — a disturbance that had to be addressed 
to ensure the profession’s continued existence. 


The objectivation of audit practice 

The redefinition of the profession's jurisdic- 
tional domain. Faced with an imbalance between 
professional objectives and the practices dictated 
by client pressures and the cost of audits, the 
profession had to modify its jurisdictional 
domain, in part by altering its stated objectives 
and in part by finding a discourse that shifted 
the responsibility for fraud to others. The change 


§ In only the preceding year, 1895, the concept of sampling was first formally introduced to and debated by statisticians 
at the national meetings of the International Institute of Statistics by A. N. Kiaer, the Director of the Bureau of Statistics 
in Oslo at the time, Kristiana (Leng, 1977). At this time, and continuing to the 1901 meetings Kiaer argued that tautology 
was a valid means.of obtaining evidential material and that representativeness, using prior knowledge about the population 
to select a sample, rather than numerical size or randomizatian, was the most important characteristic of a valid sample, 
thereby suggesting the rudiments of stratified statistical sampling. Kiaer’s work was later subjected to a more scientific— 
mathematical critique by Bortkiewicz, but it was not until 1930 that sampling was recognized as an acceptable statistical 
technqine by a special subcommittee of the Institute. Beginning with Professor Bowicy’s 1906 Presidential Address to the 
Economics, Science and Statistics Section of the British Association for the Advancement of Science and culminating in 
his 1926 monograph, effort was then directed at mathematically estimating the confidence placed on a sample, the 
population constants and confidence placed on these constants. As it relates to growth in post-World War I scientism in 
the U.S., according to.Leng (1977), the locus of farther development of sampling methods shifted from Europe to America 
just prior to the outbreak of World War II, in large measure because of efforts at the U.S. Bureau of Census. 
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in objectives appears to start with Montgomery’s 
1912 edition of the authoritative Auditing 
Theory and Practice. In contrast to Dicksee’s 
1909 text, which Montgomery had edited, 
Montgomery’s own text no longer ranked the 
detection of fraud as the primary objective: 


In what might be called the formative days of auditing 
students were taught that the chief objectives of an audit 
were: 

(1) the detection or prevention of fraud, and 

(2) the detection or prevention of errors. 
But in recent years there has been a decided change in 
the demand and in the service. The relative position of 


the present day purposes are: 

(1) to ascertain the actual financial condition and 
earnings of an enterprise, and 

(2) co detect fraud or errors. 


Montgomery justified the shift away from the 
detection of fraud as the predominant objective 
largely with a cost—benefit, efficiency rationale. 
“While important, fraud occurs so infrequently”, 
he argued, “and its detection is so expensive, 
that other, more readily achievable objectives 
serve the business community ‘better” (1912, 
pp.:9-11). Montgomery’s modification, which 
continued to appear in his second, third and 
fourth editions, served to decrease only the 
relative importance of the detection of fraud; 
not until the sixth edition in 1940 did he omit 
this objective altogether. Here, he alluded to 
management’s — not the auditor's —— respons- 
ibility for fraud: “The primary responsibility for 
the accuracy of the records and- for control and 
discovery of irregularities necessarily lies with 
management” (1940, p. 16). . 

Montgomery’s position received support from 
a number of quarters. For example, in a speech 
before the New Jersey Society of CPAs, George 
O. May argued that such a specific objective as 
the detection of fraud could not be justified on 
cost-benefit grounds, and that consequently, 
auditors could not be held responsible for it 
(Staub, 1942, p. 9). Similarly, in the lawsuit 
Ultramares v. Touche (255 N.Y. 170, N.E. 441, 
1933), the final judgment accepted judgmental 
‘sampling as a valid. means. of testing, but 
recommended that audit reports be modified to 
describe this shift in underlying techniques 


(Rabel, 1944; Power, 1992). Three organiza- 
tions closely associated with financial reporting 
—— the SEC, AIA and the New York Stock 
Exchange -— concurred with the position taken 
by academics and the court. For example, the 
fledgling SEC, created in 1934, took the position 
that the main responsibility for the accuracy of 
financial information it’ received rests with 
management, not with public accountants (In 
re Interstate Hosiery Mills, Inc. [4 SEC 721]; and 
Montgomery, 1940, p. 17). 

Meanwhile, the AIA firmly announced its 
position in a number of documents, including 
its 1939 Extension of Auditing Procedure, 
which reaffirmed or advanced these three key 
principles: (1) that management has the primary 
responsibility for maintaining a sound system of 
internal control that minimizes errors and 
irregularities and ensures their detection; (2) 
that investors charge management, not auditors, 
with a primary stewardship responsibility that 
involves safeguarding assets; and (3) that for 
cost~benefit reasons, independent auditors take 
no responsibility for the detection of fraud, 
although such detection may result as a by- 
product.of an audit (AIA, 1939, pp. 1—3; see also 
the Special Committee of the AIA in co- 
operation with the New York Stock Exchange, 
1932, in Staub, 1942; and AIA, 1941, 1945). 

The New York Stock Exchange echoed the 
AIA’s position in the 1939. Report of its 
Subcommittee on Independent Audits and Audit 
Procedure. It too affirmed that, for reasons of 
cost—benefit, independent auditors could not be 
held responsible for conducting the 100% 
verification audits necessary for detecting fraud 
(Staub, 1942). Speaking nominally for investors, 
John Haskell, then Vice President of the New 
York Stock Exchange, observed that 


The New York Stock Exchange believes that the investor 
expects many things of the independent auditor, but first 
I shall mention some which we believe should not be 
expected. We do not expect the auditor to make a 
detailed verification of all transactions of Hsted companies. 
‘We do not expect him to be a superman or detective 
endowed with the second sight of catching — from his 
examination of the books and such tests and checks as 
he may make of the records to the underlying data — 
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every minor defalcation that may have been committed 
(Staub, 1942, p. + 


While the idea that auditors sill had a respons- 
ibility for detecting fraud lingered (for-example, 
Foster, 1936; Bennett, 1930; Richardson, 1930; 
Mautz & Sharaf, 1961; and even Montgomery’s 
1934 edition discussed by Brown, 1962, p. 183), 
the general trend. toward disclaiming auditor 
responsibility for fraud detection was supported 
by modification of the auditor’s standard short 
form report widely available to stockholders and 
creditors and consequently a useful instrument 
for changing ‘society’s expectations of auditors 
(Carmichael & Winters, 1982). For example, 
following such key events as Uliramares v. 
Touche and the 1929 stock market crash, the 
AIA replaced such phrases as “we certify” and 
“correct” with phrases like “we tested”, “in our 
opinion” and “fairly present” — all of which 
suggest the. use of sampling methods and audits 
directed at achieving objectives: other than the 
detection of fraud (AIA; :1934; Staub, 1942; 
Carmichael, 1975; Carmichael & Winters, 1982; 
- Geiger, 1989). The trend in this modified 
. Wording received amplification in the landmark 
1938 McKesson and Robbins case in which the 
still young SEC held hearings to determine the 
details of a specific audit and the adequacy of 
the generally accepted auditing procedures then 


in use (Carmichael & Winters, 1982). While ` 


failing to address. though: not specifically -con- 
demning sampling per.se, the SEC prefaced its 
1940 Accounting Series Release on this case 
with the AIA’s first: Statement on Auditing 
Procedure, which modified the auditor’s standard 
report to include the line “without making ‘a 
detailed audit .of the transactions, have exam- 
ined or tested accounting records of the 
company and other supporting evidence by 
methods and to ‘the extent we deemed appro- 
priate (AIA, 1939, P.. 10). This line both 
encourages and-clearly suggests the actual use 
of sampling procedures. ` 

One can fully appreciate the daak of 
this “modified wording with the help of a 
standard dictionary. For example, the 1933 
edition of the Oxford Englisb Dictionary 


defines “verification” as “The action of demon- 
strating or proving to be true or legitimate by 
means-of evidence or testimony; formal asser- 
tion of truth” (1933, VoL XIX, p. 539). The OED 
defines “examination” as “A testing, trial or 
essay; the action of testing or judging by a 
standard or rule” (1933, Vol. V, p. 487). By 1936, 
the term “examination” had become the more 
appropriate description of the auditof’s role, a 
suggestion that the audit was less an outcome- 
oriented confirmation of truth, and more of an 
input-oriented phenomenon focusing more on 
what auditors did than on what they achieved. 
While it appears, then, that auditors had begun 
to sample by 1890, ‘the elimination of fraud 
detection as a primary auditing objective. took 
from 1912 until the late 1930s, and it required 
a shift in- responsibility for its detection to 
management, a shift justified by the rhetoric of 
economic efficiency. Likewise, only gradually ` 


did .the characterization of an audit. as a | 


“verification” of financial statements give way to 
the more. contemporary “examination”. Con- 
current with a movement away from auditors 
assuming responsibility for the detection of 
fraud, one.finds a movement toward auditors 
assuming responsibility for the fairness of 
financial: statements. This “toward” and “away 
from”. tension suggests that an occupation 
seeking ‘to maintain its professional stature 
must-do more than merely state what it is not; 


it must also develop a rhetoric of what it is or 


should be, largely by continually regenerating 
its system of abstract knowledge (Abbott, 


1988). The development of statistical sampling, 


and its attendant rhetoric of science and mathe- 
matics, appears to have played an important 
role’in this regeneration and’ objectification 
process, while simultaneously legitimating 
and consolidating a new jurisdictional domain 
(Zucker, 1988; Scott, 1987; Desrosiéres, 1991). - 

Scientism and the Deployment of Statistical 
Sampling, Perhaps the earliest..mention of 
statistics in the American auditing- profession 
appears in-C.-R: Rorem’s (1927; see also Power, 
1992) comparison: of.accounting and statistical 
methods in the Accounting Review. Rorem 
noted similarities in the two fields both providing 


SAMPLING IN THE AUDITING PROFESSION 49 


a means of achieving control, employing a 
structured methodology, and enjoying a quanti- 
tative orientation. Rorem also mentioned the 
key role statistical analysis had begun to play in 
the development of both the natural and social 
sciences; thus, he indirectly linked accounting 
to scientific endeavor but stopped short of 
speculating on how statistics might similarly 
affect accounting.” ` 
Not until the 1930s did the relevance of 
statistical sampling to auditing per se receive its 
first consideration. As we have seen, the widely 
cited earlier work announcing the relevance of 
` statistical methods to auditing also identified 
by Kinney (1986a) as being key milestones 
included Carmen’s “The Efficacy of Tests” 
(1933); Prytherch’s “How Much Test Checking 
Is Enough?” (1942), Cranstoun’s “A New Look 
at Basic Auditing Techniques” (1948); the 
Statistician Neter’s- “An Investigation of the 
Usefulness of Statistical Sampling Methods in 
Auditing” (1949); and Vance’s “Auditing Uses 
of Probabilities in Selecting and Interpreting 
Test Checks” (1949). All this work appears to 
have been infected by a sort of contagion, with 
each subsequent discussion referencing and 
extending its predecessor. Ultimately, the widely 
cited: Stringer (1963), and Elliott & Rogers 
(1972). appear to have felt the impact of this 
contagion. The first book to address the issue 
directly was Vance’s Scientific Metbod for 
Auditing: Applications of Statistical Sampling 


Theory to Auditing Procedure (1950; note the 
first two words in the title). Vance specifically 
sought “to make available to the accounting 
profession some of the techniques developed 
by statisticians for the interpretation of samples” 
(1950, p; viii): 


[It is] of interest that the modern development of 
statistical theory, which may be identified with the work 
< of Karl Pearson in the early 1890s, began to emerge at 
the same time that modern auditing practice made its 
literary debut with the publication, in 1892, of L. R. 
Dicksee’s Auditing. Almost all auditing work, particularty 
in the United States, is done on a sampling’ basis, but no 
one had bridged the gap between the sister professions 
of public accounting and statistics to enable auditors to 
use rigorous statistical reasoning, although the two 
professions had a parallel development (in counter- 
distinction, papers by Norton, 1978, and MacKenzie, 
- 1978, 1981, offer analyses of historical, philosophical, 
social and cognitive views imbedded in Pearson’s work). 


In all of these papers, one finds an implicit 
dual purpose: (1) objectifying (Berger & 


Luckmann, 1967; Scott, 1987) an already occur- 


ring practice of audit sampling by allying it to 
statistical sampling; and (2) providing a means 
of internalizing (Berger -& Luckmann, 1967; 
Scott, 1987) the practice of statistical sampling 
for the practitioner. This second purpose, 
examined in the next subsection, was at least 
partially effected by the many articles appearing 
in the Journal of Accountancy, which reached 
most audit practitioners in the U.S.’ 


7 Abbott (1988, pp. 226-239) has speculated on why statistics, in contrast to accounting, never emerged as a separate 
profession, reasoning that perhaps the answer lies in the diversity of its applications which prevented the development 
of any common-model of professional practice. In this sense, statistics not only transforms but is also transformed by its 
applications (Gigerenzer et al., 1989). But statistics did reflect some sense of-organization by fostering two proponent 
tiers. The mathematically oriented élite coalesced around inferential statistics and founded the Annuals of Mathematical 
Statistics in 1930 and the Institute of Mathematical Statistics in 1935, and the traditional, applications-based “mass”, served 
by the American Statistical Association founded in 1839, reviewed material for such specific constituencies as accounting 
journals (Abbott, 1988, p. 229). This hierarchy was reflected by the renowned statistician Karl Pearson, who commented 
on the efficiency and applications-oriented sampling work of W. S. Gossett. “Only naughty brewers”, he said, used numbers 
so small in their work (Porter, 1986, p. 317). Thus, not only did the accounting profession seek to compensate for 
abandoning fraud detection as a primary goal, but it also sought select statisticians to apply their knowledge, and in so 
doing gain stature. 


8 The blurred boundary between objectivation and internalization also appears in the AICPA’s efforts immediately following 
World War II to update returning GIs on how accounting practice had changed during their absence. Pointing, in particular, 
to the joint AICPA and New York Stock Exchange efforts to modify the standard short form report and to the landmark 
McKesson and Robbins case, the AICPA described audit sampling, though not yet statistically based, as a fully justified, 
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After this initial series of influential papers, 
effort turned to relating statistics more concretely 
to auditing (for example, Trueblood & Cyert, 
1957; Stringer, 1961, 1963; Brown, 1962; Elliott 
& Rogers, 1972), improving the mathematical 
rigor of the sampling methods, and identifying 
a “champion method” auditors could usefully 
adopt (for example, Kaplan, 1973; Cushing, 
1974; Neter & Loebbecke, 1975; Kinney, 1975; 
Leslie et al., 1979) — an effort that continues 
in the present (see, for example, Felix et al., 
1990)? This work eventually culminated in 
Statements on Auditing Standards (SAS) 39: 
Audit Sampling, and the closely allied SAS 47: 
Audit Risk and Matertality in Conducting an 
Audit (AICPA, 1989). While not specifically 
requiring the use of statistical sampling, SAS 39 
nevertheless requires all auditors to consider 
and evaluate concepts strikingly consistent with 
its premises and terminology in both evaluating 
client internal control systems and the fairness 
of financial statements (for example, sampling 
error is expressed in such terms as “risk of 
incorrect acceptance” or “Type I error”, para. 
12-14; by contrast, see the minority opinion to 
SAS 39, p. 21). What remained was for audit 
practitioners to internalize this newly objectified 
and articulated knowledge. 
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The internalization of statistical P SONER 
knowledge 

The literature depicts neither the system- 
atic dissemination of information on statistical 
sampling among individual audit practitioners 
nor their internalization of this information. 
Documented efforts to disseminate information 
on statistics to practitioners do, however, 
appear in such publications as the Journal. of 
Accountancy. Founded in 1905 by the AIA, the 
Journal of Accountancy bas served as the 
journal of authority for practitioners ever since 
and has enjoyed by far the largest circulation of 
any accountancy journal in the world (Zeff, 
1972, p. 111). 

Germane to the internalization of statistical 
sampling knowledge is the identification of key 
figures with the public accounting firms who 
encouraged statistical sampling in the profes- 
sion, and consideration of these individuals’ 
probable within-firm roles in applying statistics 
to audits. Perhaps most prominent among these 
individuals is Kenneth Stringer (1961, 1963, 
1975) of the former fitm of Haskins and Sells 
(H&S, later DH&S and D&T). Stringer came to 
the H&S national office from a practice office in 
1957, summoned by Oscar Gellein, the firm’s 
director of research, who sought to incorporate 


socially accepted, and widely practiced auditing technique, and sanctioned its use by the returning soldiers (Broad, 1945, 
esp. p. 15; Stans, 1945, esp. p. 7; and see also Journal of Accountancy, 1942). 


° Consistent with post-World War Il American “scientism” described earlier (Hayek, 1952), this effort appears to have 
been indirectly influenced by research conducted by the Statistical Research Group at Columbia University, statistician 
John Neter’s and Richard Cyert’s (Trueblood & Cyert, 1957) organizational affiliation. During personal discussions with 
the authors, Cyert acknowledged that his work on sampling did not begin until after he joined the faculty at Carnegie 
Mellon, and worked for the Applied Mathematics Panel of the U.S, National Defense Research Committee. This published 
work includes the paper Stringer (1963) presented to the American Statistical Association espousing DUS. The American 
Statistical Association had earlier reviewed statistical applications for the Journal of Accountancy, and it is this same group 
Abbott (1988) has described as serving a “lesser tier” of applications-orlented statisticians, and in so doing helping to 
transform statistics itself (Gigerenzer et al., 1989). On this point, Shapin (1982, p. 197), for example, reasoned that 
knowledge tends to be tailored to doing things, and it is in the act of doing things with this knowledge that meaning is 
produced, thus suggesting the intertwining of knowledge, its application, and its meaning. Then in 1975, the University 
of Chicago conference on Studies on Statistical Methodology in Auditing brought together administrative component 
(Freidson, 1986) public accountants (for example Stringer, 1975; and Loebbecke of Loebbecke & Neter, 1975) and their 
consultants (John Neter of Loebbecke & Neter, 1975), as well as academics (for example Kinney, 1975; and Carnegie 
Mellon faculty member and Big 8 firm consultant on statistical sampling, Kaplan, 19'75a, b), all of whom offered the promise 
of both reducing the costs of audits ah na ae a S E EE 
academic discipline (Kaplan, 1975b; Kinney, 1986a). 4 
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modern statistical. sampling techniques in the 
firm’s audit programs and practice manuals 
(Tucker, 1989). With the assistance of Frederick 
Stephan, a statistician from Princeton University, 
- Stringer reviewed such statistical methods 
available at the time as acceptance, discovery 
and estimation sampling, and found them ill- 
suited to the auditor’s context. Seeking a more 
reliable and relevant means of selecting and 
evaluating samples, he eventually produced the 
H&S Sampling Plan, which was included within 
its audit manual and employed dollar unit 
sampling (DUS).'° 


In addition, Stringer served as both the. 


chairman of the AICPA task force that first 
drafted SAP 54, and a member of the Committee 
on Auditing Procedure that eventually approved 
it. SAP 54 described the auditor’s role in 
evaluating a client’s system of internal control; 
it also discussed, for the first time in an official 
pronouncement, the relevance of statistical 
sampling in both the compliance and substan- 
tive testing phases of the audit (1972, Appendices 
A and B). SAP 54 subsequently provided the 
‘basis for much of the content of the later SAS 
39 and 47 (Kinney, 1986a). Tucker (1989, 
p. 30) presents a table that cross-references 
specific H&S coverage of statistical sampling 
concepts from its 1962 Sampling Plan Manual, 
to the 1972 conclusions of the AICPA’s Com- 
mittee on Statistical Sampling where Stringer 
served as member and then chairman, to the 
1972 SAP 54, 1981 SAS 39 and 1983 SAS 47. 
More important than the existence of these 
formal documents, however, is H&S’s require- 
ment that its members adhere to its policies and 
follow its manuals during the actual conduct of 
audits. Thus, one may infer pressure for H&S 
members to internalize the objectified know- 
ledge of statistical sampling. 
Although the efforts did not begin as early as 
Stringer’s and have been less well documented, 
similar actions leading to the adoption of DUS 


were undertaken by James Loebbecke at Touche 
Ross (see Loebbecke & Neter, 1975; Neter & 
Loebbecke, 1975; but also see Trueblood of 
Touche, and Cyert of Carnegie Mellon University, 
1957) assisted by statistician John Neter (Neter, 
1949). The effort was paralleled by Robert 
Elliott at Peat Marwick (see Elliott & Rogers, 
1972), who was assisted by Robert Kaplan 
(1973, 1975a, b) also of Carnegie Mellon 
University. 

Loebbecke, Elliott and Stringer all, it should 
be noted, served primarily as firm administrators. 
Loebbecke and Elliott, like Stringer, were also 
closely associated with the development of 
relevant auditing standards (for example, SASs 
39 and 47) as members of relevant AICPA task 
forces or of the Auditing Standards Board. Both 
had strong ties to the academic community: as 
participants in such academic conferences as 
those at the University of Chicago in 1975; 
as officeholders in the American Accounting 
Association; and, at least in Loebbecke’s case, as 
eventual academics (he holds a Peat Marwick 
professorship at the University of Utah). And like 
Stringer, Loebbecke and Elliott involved them- 
selves in the objectivation of statistical sampling 
methods by refining their applicability to audits 
and by including these methods in their firm’s 
audit manuals (for example, at Peat Marwick, in 
their SEADOC audit manual, as described by 
Elliott, 1983) and in their presentations to 
within-firm, continuing education workshops. 

While the efforts of Stringer, Loebbecke and 
Elliott may not necessarily equate to internaliza- 
tion among the practitioners in the respective 
firms, a growing body of empirical research 
suggests that the content of audit manuals does 
indeed presage this internalization. For example, 
Cushing & Loebbecke (1986) examined the 
guidance firms provide to their auditors in their 
audit manuals. They found that firms varied 
dramatically in how “structured” were their 
audit methodologies. They described highly 


10 Later, DUS was retitled the monetary unit sampling (MUS) approach in response to a growing international orientation. 
In the most recent published work of which we are aware, Felix et al. (1990) refer, variously, to Stringer at least 32 times 


in presenting a next wave of DUS refinement. 


52 B. CARPENTER. ami M. DIRSMITH 


structured firms as: placing.a strong emphasis 
on pre-engagement planning; explicitly defining 
staffing responsibilities for each audit; relying 
heavily on specialists, shifting audit decision 
making from individual auditors toward the 
central firm, tending to quantify audit risk during 
each audit with detailed guidance; and placing 
a high reliance on statistical sampling tech- 
niques. By contrast, unstructured firms empha- 
sized pre-engagement planning and the use of 
detailed internal control questionnaires, but left 
the rest of the audit process undescribed in 
a detailed, integrated, quantitative way. ‘Still 
lacking, however, is specific evidence-about the 
internalization of audit manual-guidance among 
practitioners. 

- In a second empirical sdy Kinney (1986b) 
proposed a theory to explain how members of 
the Auditing Standards Board vote. He hypothe- 
sized that “the [audit] firms’ votes are-a function 
of their [firm’s] use of a structured audit 
technology” (p. 73). Kinney went on to observe 
that “unstructured firms use less structured 
guidance and leave more discretion to the field 
auditor” and that integrated tests, relying largely 
on statistical sampling methods and a considera- 
tion of the audit risk model, remain unspecified 
in such firms. While assembling his data, Kinney 
first asked the Board members to classify the 
firms represented on the Board with regard to 
how structured or unstructured they considered 
their audit approaches. He adduced the following 
results: 


(1) Structured — Deloitte, Haskins & Sells 
(DH&S); Peat, Marwick, Mitchell & Co. (PMM); 
Touche Ross (TR); and two smaller firms. _ 





(2) Intermediate — Arthur Andersen (AA); 
Arthur Young (AY); Ernst & Whinney (E&W); 
two non-Big Eight firms; and one small firm. 

(3) .Unstructured —- Coopers. & Lybrand 
(C&L); Price Waterhouse (PW); and nine small 
firms. i 


DH&S and TR subsequently merged to form the 
largest CPA firm in the world (Wall Street 
Journal, 1989a), and AY and E&W merged to 
form E&Y, Wall Street Journal, 1989b). Notice 
that the structured’ ‘firms, DH&S, PMM and TR, 
included among their members Stringer, Elliott 
and Loebbecke, and that no mergers occurred 
across Kinney’s categories. ' 

After corroborating these observations with 


other sources of information, including the 


Cushing and Loebbecke study, Kinney tabulated 
the Board’s ballots for the three-year period 
ending in 1984. He found that firms with 
structured audit methodologies tended to favor 
proposals that included relatively technical 
standards adding structured guidance (such as 
that provided by SAS 39 and 47); the relatively 
unstructured firms ‘did’ not. Although Kinney 
found that intermediate firms won the most 
ballots, he noted an overall tendency for the 
Board to vote in favor of structured standards." 

Still the question of whether or not audit 
practitioners within the firms had internalized 
the craft of statistical sampling remained’ un- 
settled. But empirical work — based mainly on 
Cushing & Loebbecke’s (1986) theorizing and. 
Kinney’s (1986b) classification scheme — sug- 
gests that audit firm structure is indeed associated 
with (1) the methods used to coordinate and 
control audit team members, with practitioners 


"Two polnts about the worl of Gushing, Loebbecke and Kinsey should be noted. Fian a sense they appear to have 
“enacted their environments” (Weick, 1979) in that they all played prominent roles in the development of statistical 
sampling as an'important aspect of audit structure (see, for example, Cushing, 1974; Loebbecke & Neter, 1975; Neter & 
Locbbecke, 1975; Kinney, 1975, 1986a; the extent of their impact-is also documented in Smith & Krogstad, 1984), a 
phenomenon they would later treat as existing in an objective or detached sense (see, for example, Cushing & Locbbecke, 
1986; and Kinney, 1986b); Second, while Loebbecke, Cushing, Kinney, Stringer, Elliott and Rogers strongly influenced 
their firms and the profession, the view that their contributions to the profession as if they were made in some vacuum 
by atomistic individuals underrepresents the pervasive social forces at play (Shapin, 1982, p. 196). Given the neariy_100 
years of sampling experience in the profession, if these individuals had not existed, they. would have had to be called into 
being to perform the services they performed (Tucker's Re rN ee re ae ae na ee 
from Ohio is striking). : 
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from structured firms relying on hierarchical 
communication channels to resolve complex 
problems (Bamber & Snowball, 1988), (2) 
auditor role characteristics, with practitioners 
from more structured firms organizing audit 
tasks so as to be more analyzable, devoting 
more energy to formalizing standard operating 
procedures, and reporting less role stress in 
terms of role conflict than seniors from unstruc- 
tured firms (Bamber et al., 1989), (3) the 
manner in which practitioners include informa- 
tion. in making assessments of audit risks for 
actual clients, with auditors from more structured 
firms generally including less but more quantita- 
tively oriented information in assessing inherent 
risk than auditors from less structured firms 
(Dirsmith & Haskins, 1991); and (4) client 
financial disclosure patterns,. with structured 
firms exhibiting greater judgment consensus on 
exceptions to accounting consistency in audit 
reports (Morris & Nichols, 1988), and a stronger 
time orientation regarding an earlier relase date 
of financial statements that disclose “surprise, 
good news” information (Williams & Dirsmith, 
1988). Combined, this empirical work suggests 
that audit firm structure, closely associated as 
it is with the support of statistical sampling, 
has in fact been internalized by individual 
practitioners, as shown by its impact both 
on the audit process — as expressed in 
such terms as the coordination and control 
` of audit team members and their evidence 
gathering procedures — and on audit reports. !? 





INTERPRETATIONS 


The foregoing analysis suggests the value of 
recognizing the duality of statistical sampling'in 
auditing. It is both a technical phenomenon 
designed to depict the client organization faith- 
fully and efficiently (as suggested by virtually all 
prior auditing research) and a social phenomenon 
complicit in modifying and regenerating the 
auditing profession’s abstract system of know- 
ledge, which in turn reflects its own self-interest. 

The rise of sampling in auditing appears to 
have been associated with the changing economic 
conditions at the close of the nineteenth 
century. With the dramatic increase in size and 
complexity of clients, auditors found it increas- 
ingly difficult to conduct a 100% verification of 
transactions and accounts; instead, they had to 
rely on samples. The raison d'être for auditing, 
however, remained the detection of fraud — a 
stated objective that, unlike the detection of 
other errors, sampling could not reliably achieve. 
Either sampling had to be abandoned or the 
abstract system of knowledge justified by its 
ability to detect fraud had to be modified and a 
new jurisdictional domain claimed. 

Reflecting its own interests, the profession 
had (1) to redefine the jurisdictional domain of 
the work it performed on society’s behalf as well 
as the norms and standards of conduct that 
direct the professional behavior, (2) to develop 
and refine the techniques purportedly capable of 
supporting this new domain; and (3) to delimit 


12 This analysis of the internalization moment of statistical sampling in auditing is markedly consistent with MacKenzie’s 
(1981, esp. chapter 7) analysis of a controversy between statistician—biologist Karl Pearson (it should be recalled that 
Vance, 1950, p. vili, identified the development of statistical sampling in auditing with Karl Pearson) and G. U. Yule 
suggesting that even technical and esoteric scientific activities may be interrelated with wider social interests. MacKenzie’s 
analysis also called into question a tendency to think of these wider social interests as affecting only the external facade 
of scientific knowledge (in our analysis, the objectivation moment). In our analysis, objectified knowledge concerning 
statistics (while the technical and esoteric internal core is generated purely through a neutral, objective contemplation 
of reality; see also Shapin, 1982, p. 191) appears to have penetrated to affect the internal operations of auditor activities. 
Although full consideration is beyond the scope of our analysis, with considerable transformation, this external—internal 
tension may also be relevant to Meyer and Rowan’s (1977) contention that external symbolic displays are decoupled from 
internal operating processes, a position that has been characterized by Powell (1985) as the central search question 
concerning the institutional perspective. 
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models of bureaucratic structure and policy that 
would ideally remain unquestioned (Abbott, 
1988; DiMaggio & Powell, 1983). Extending the 
boundaries of the institutional perspective, the 
self-interest of the profession came to the 
foreground in the process by which it abandoned 
one jurisdictional domain and established a 
new professional jurisdiction (DiMaggio, 1988; 
Perrow, 1985, 1986; Powell, 1985; Scott, 1987; 
DiMaggio & Powell, 1991). 

The social origin of sampling this article posits 
was hardly irrational; rather, it involved a 
broader form of rationality in which the 
profession sought at once to construct and 
conform to a social constraint on the rationaliza- 
tion of formal organizations, instead of merely 
enhancing the technical rationality of its internal 
practices (Meyer, 1983, p. 263; Shapin, 1982, 
p. 198). The -justifications that would help 
establish this new jurisdictional domain were 
the emerging cultural values. of rationality, 
efficiency and science (Abbott, 1988; Freidson, 
1986), particularly during and after World War 
II when appeals to efficiency and science 
became virtually synonymous with appeals to 
patriotism, and professions like accounting 
invaded business with a scientizing ideology 
and related techniques (Abbott, 1988, pp. 233, 
_ 236). 

More specifically, the analysis organized here 
into the three “moments” of the institutionaliza- 
tion process — externalization, objectivation, 
and internalization (Berger & Luckmann, 1967; 
Scott, 1987) — suggests that the change to 
sampling preceded a three-decade effort to 
change the primary focus of auditing: (a) from 
the detection of fraud to the expression of an 
opinion on the fairness of financial statements; 
(b) from the verification of books and records, 
wherein one certified the “truth” of the transac- 


tions and accounts, to the examination ‘of 


evidence to support an opinion about fairness; 
(c) from a condition where the relationship 


between the auditor and the client's financial . 


representations went unspecified to one where 
management retained primary responsibility for 
its representations while auditors took respons- 
ibility only for their own opinions, and where 


stockholders purportedly assigned the effec- 
tive discharge of the stewardship function to 
Management, not to auditors; and (d) from 
outcome-oriented certifications to input-oriented 
opinions. The shift to sampling also preceded a 
fifty-year effort to articulate the craft of sampling, 
to weigh and consider the relative merits of 
sampling versus judgmental sampling, to recon- 
cile statistical techniques in auditing with their 
origins in mathematics and science, and to 
educate practitioners to their relevance and 
nse. Ss 

While a legion of merits may accompany the 
rationality, efficiency and scientific rigor of 
statistical sampling, these merits alone cannot 
explain its rise and popularity. The. social 
process of its development and relation with 
the profession's system -of-abstract knowledge 
fundamentally reflects the profession’s own self- 
interest. Statistical sampling did not flow spon- 
taneously from the minds of contemplative, 
detached, neutral individuals. It was tailored to 
be applied, to modify and support goals (see 
Shapin, 1982, p. 197). Our analysis reveals the 
active complicity of the accounting profession 
and its allied academic disciplines in the 
institutionalization of the structural component 
of statistical sampling. 

This analysis began with self-interest at the 
professional level, but the role interest plays 
in other, unanticipated dimensions became 
evident as the analysis progressed. On this point, 
Shapin (1982, p. 1987) adopted a sociology of 
knowledge perspective to criticize a tendency 
to associate a body of knowledge with only a 
single type of social interest so as to legitimate 
structures in a wider society. Instead, Shapin 


- urged the analysis of knowledge as against 


various sets of interests. In the first of these sets 
within the externalization moment, sampling 


_arose in response both to the growing complexity 


and size of client companies (Short, 1942; Staub, 
1942) and to the resistance of clients to 


` pay for the 100% verification audits (Chatfield, 
` 1977). Thus, clients effectively diverted a 


professional jurisdiction of fraud detection 
toward a jurisdiction that better served their 
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interests — “they” being mainly large, bureau- 
cratic organizations. 

On this point, Miller & O'Leary (1987; see 
also Flegstein, 1990) described various turn-of- 
the-century efforts. to transform the intricacies 
of large bureaucratic.organizations into merely 
factual accounts that simplify their management 
Cin that they become “knowable’’) and that lift 
mManagement.from subjective practice onto a 


level ‘supported by an objectified body of. 


knowledge characterized by facts and techniques. 
But Frug (1984) reasoned that. this. structure- 
oriented approach to “objective” management 
and the justification of bureaucratic organization 
proved to be inadequate and was consequentially 
augmented by an “expertise model” wherein 
one applies judgment to the work of containing 
abuses in bureaucratic practice — the judgment, 
to ‘be sure, of experts’ whose professionalism, 
coming from some external::and purportedly 
objective source,.at once supports and contains 
bureaucratic action. 

When wielded by an external professional, 
this expertise appears.to make the organiza- 
tional client “knowable” to a wider and more 
trusting public (from. a history of statistics 
perspective, see Gigerenzer et al., 1989, esp. 
pp. xiii-xiv, -235-236) through the use of 
generally accepted standards of financial dis- 
closure which are objective, neutral and external 
to the bureaucracies reported upon (see also 
Flegstein, 1990). 

Thus, the accounting profession, fortified with 
an objectified knowledge base in, which the 
concepts governing practice seem to have 
an external, objective existence apart from 
practice, and whose properties have been fully 
articulated, ‘helps support the existence of large 
bureaucratic organizations. In addition, given 
- the mathemiatical- statistical properties inherent 

. within it, DUS applies mainly tö clients where 
oùe can expect no material misstatements in 
financial statements — that is to say, large 
bureaucratic organizations with highly articu- 
lated systems of internal control — i 

The second set of interests concerns differential 
interests within the profession itself. With the 
increasing: size of clients; public accounting 


firms themselves grew into professional bureau- 
cracies (Mintzberg, 1979) — the Big 8, and 
now Big 6. On this point, Abbott (1988, esp. 
pp.- 323-325) observed that’ industrialized 
countries tend to institutionalize professional 
expertise in people rather than rules, but a 


growing trend exists to institutionalize exper- 


tise in organizations as well, particularly for.such 


. professions as accounting which are associated 


with commercial enterprise. Professional know- 
ledge becomes encoded within the structure of 
such organizations, and decision autonomy rests 
not with individual practitioners but with those 
who structure their roles. Friedson (1986) 
recognized the differentiation that exists between 
the practitioner and administrative components 
of such professional bureaucracies as accounting 
firms, and he saw group interest as arising from 
and’ refiected' by the different duties they 
performed. The self-interest: of practitioners 
involves their generation of financial resources 
through billing clients for services rendered. For 
administrators, preoccupied with the political 
and economic forces. their organizations’ face, 
naturally find themselves formulating the pro- 
cedural and substantive rules that control how 
the professional work is performed. In short, 
they: encode professional knowledge in the 
structure of their organizations... ; 
Consistent with Abbott’s and Friedson’ s 


‘reasoning, one can conceive of statistical sampling 


as both a technique that renders the client more 
knowable by focusing attention on (or creating) 
the “facts” that depict the client, and a means 
for monitoring a practitioners decisions by 
making his or her actions and judgments more 
visible, documentable and knowable. Hence, the 
administrative component of the big public 
accounting firm exerts control over the practi- 
tioner (Miller & O'Leary, 1989; and from a 
history of statistics standpoint, see also Daston, 
1988, esp. p. xv). 

-By standardizing and normalizing judgment 
and encoding it in such forms’ of organizational 
structure as firm audit manuals, and by specifying 
thresholds of such judgment errors as incorrect 
acceptance or rejection ofa client's financial state- 
ment assertions, statistical sampling transfers 


56 . B. ‘CARPENTER and M. DIRSMITH 


power from the practitioner to the administra- 
tive component -of public accounting firms. 
This latter component becomes more than just 
a player, it invents the game (for example, 
Stringer, 1961, 1963; Loebbecke & Neter, 1975; 
Neter & Loebbecke, 1975; Elliott & Rogers, 
1972) then it referees the game by reviewing 
audit engagement working papers for compli- 
ance with audit policy manuals. In determining 
and-being determined by. a structure-oriented 
philosophy, statistical sampling thus joins a 
complex of techniques transforming collections 
of individual practitioners. into modern profes- 
sional bureaucracies, wherein judgment be- 
comes encoded in the very structure of the 
organization. 

This. third seb “OF diiteresis “coneerie the 
academic component of the accounting profes- 
sion, whose role it:is to develop the formal 
knowledge that supports the profession (Freidson, 
1986). As previously noted, the profession itself 
accomplished almost all of the initial work in 
statistical sampling in auditing on a largely 
proprietary basis (for example, Stringer, 1961, 
1963; AICPA, 1972, Elliott &-Rogers, 1972; 
Loebbecke & Neter, 1975; Neter & Loebbecke, 
1975) even though this administrative com- 
ponent activity was supported by such consulting 
statisticians from the ay as 5 Neter, Stephan, 
and Kaplan. , 

Predating academic involvement, however, 
two studies of business school education spon- 
sored by the Ford and Carnegie Foundations 
(Gordon & Howell, 1959, esp. chapters 14 & 
16), recommended that business schools support 
the conduct of scholarly research — both to 
improve the education of those entering business 
careers and to gain for business schools more 
stature within their universities, These recom- 
mendations specifically emphasized the need to 


marshal the concepts and findings from the’ 


social sciences and called for a greater reliance 
on mathematics and, statistics. 

The first accounting discipline- to.. addes 
with the advent, in the mid-1960s, of.the “efficient 
markets” research founded upon empirical work 


entailing the use. of ever-more sophisticated 
statistics (Beaver, 1981; Bricker, 1989; Heck 
et al., 1990, 1991 provide relevant citation 
analyses). Statistics and mathematics came 
relatively late to the academic accountants, 
purportedly because they had not been. exposed 
to such coursework in their doctoral programs. 
Academic auditing was even later in adopting a 
scientific, mathematically and statistically based 
orientation, and remained focused mainly on 
extant practice. In support of this point and as 
noted earlier, Kinney (1986a) observed that “In 
my opinion; Stringer (1963), Elliott and Rogers 
(1972), and SAP 54.(AIGPA, 1972) itself provided 
the primary: stimuli for most professors’ current 
interest in auditing as an academic or genot 
area”. 

Thus, statistical sampling helped elevate the 
stature of auditing as an: academic pursuit to a 
level closer to financial accounting. In their 
citation analysis of Auditing: A Journal of 
Practice and Theory, the publication of the 
Auditing Section -of the American Accounting 
Association, Smith & Krogstad (1984) found: 
Elliott & Rogers (1972), Kinney (1975) and 
Stringer (1975), all of whom focused on 
statistical sampling, to be the three most often 
cited articles; Leslie et al. (1979), that further 
articulated DUS, to be one of the most cited 
monographs; and Elliott, Kaplan, Kinney, Leslie, 
Loebbécke, Neter and Stringer to be among the 
most cited individual authors. Thus, statistical 
sampling appears to have both helped transform 
auditing, and become probably the most prom- 
inent form of research in the profession's 
academic component. f 

The near century-long interchange between 
the auditing. profession and a broader U.S. 
society — this interchange revolving around the 
issues of sampling, - management fraud, the 
objectives of auditing and the responsibilities of 
financial reporting and auditing — suggests that 
the jurisdictional domain and a corresponding 
abstract system of core knowledge are social in 
nature, and-hence destined continually to be 
contested, ,redefined..and modified as social 
interpretations and interests are applied to such 
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seemingly technical phenomena as statistical 
sampling.’> That this self-proclaimed jurisdic- 
tional domain and allied abstract system of 
knowledge remain controversial is strongly 
suggested by forces currently at work within 
and around the profession. 


EPILOGUE 


While institutionalized structures can arise 
out of the unilateral actions of a single occupa- 
tional group like the accounting profession, they 
also emerge as a consequence of tensions 
between or interpenetrations among numerous, 
sometimes competing, sometimes complemen- 
tary interest groups (Abbott, 1988). Meyer -& 
Rowan (1977) noted both that many elements 
of formal organizational structure are enforced 
by laws and the definitions of negligence the 
courts adopt, and that this enforcement passes 
to some degree beyond the control of the 
organizations and individuals involved. While 
the accounting profession may claim as its 
jurisdiction the examination of the “fairness” of 


financial statements relying on sampling tech- 
niques, and while it may disavow a responsibility 
for detecting fraud with the advice and consent 
of the SEC and New York Stock Exchange, other 
external constituents remain at liberty to ignore 
this claim. Analyzing lawsuits against audit firms, 
Palmrose (1987) found, for example, when a 
client has gone backrupt and management has 
committed fraud, the courts tend to find against 
the auditors. By contrast, in cases involving 
client bankruptcy without management fraud, 
charges against the auditor are usually dismissed. 
Thus, while auditors may claim no responsibility 
for the detection of fraud, the courts still tend 
to hold them responsible for this tenacious 
societal expectation (see also National Commis- 
sion on Fraudulent Financial Reporting, 1987, 
esp. pp. 13 and 50). 

Reflecting a similar orientation and motivated 
by a series of company failures accompanied 
by management fraud and unqualified audit 
opinions from Big 8 firms, the U.S. House 
Subcommittee on Oversight and Investigation 
examined the profession’s role in the financial 
reporting process (Subcommittee, 1985). The 


13 This general conclusion includes an irony. In claiming to reflect a social awareness, cur analysis bas been provincial in 
nature, addressing merely the U.S. experience. But, the development and diffusion of the seemingly technical phenomenon 
of statistical sampling may provide an opportunity to examine the effect of culture in auditing. All three of the major 
bodies of literature reflected in this discussion — institutional theory, sociology of the professions, and history of statistics 
~~ have independently considered the effect of culture. From an institutional theory perspective, Meyer (1986), for 
example, noted that accounting as an institutionalized process may be expected to vary systematically in different national 
societies, For example, Meyer observed that (2) the US. reflects both an accounting and a legal orientation; (b) the United 
Kingdom refiects more of an accounting than a legal orientation; (c) Germany reflects more a legal than an accounting 
orientation; and (d) France reflects more a bureaucratic than an accounting orientation. In like manner, but reflecting a 
sociology of the professions orientation, Abbott (1988, esp. pp. 226-227) observed that in the late nineteenth century 
accounting emerged as a profession in the U.K. through the transformation of receivership into a fulltime occupation. By 
contrast, in the U.S., desiring professional stature and autonomy, and influenced by the structure of market demand, “[The 
public] accountants’ first major business was uncovering fraud and obscurantism, a large new Jurisdiction over the attestation 
of capital was open to the accountants so that they could establish their legitimacy” (1988, p. 227). Similarly, from a 
history of statistics perspective, Gigerenzer et al. (1989, esp. p. 237) observed that statistics enjoyed heightened importance 
in business and other bureaucratic institutions having both a responsibility to a wider constituency and a weakness in 
alternative forms of authority as signaled by the absence of strong traditional social élites. In supporting the emergence 
of a new cadre of élites, tecbnocratic élites, by purportedly encouraging a pretense of objective formal, impersonal decision 
processes, statistics was likelier to become pervasive in such pluralistic democracies 2s the U.S. as compared with, say, 
the U.K. (for a related discussion of the history of statistics in different countries, see also MacKenzie, 1981; Krüger et al. 
1987a, esp. Sections iv, 14, 16, 17, 18; Flegstein, 1990; Miller & Rose, 1990). 

If these remarkably consistent discussions are valid, one could usefully examine how statistical sampling techniques in 
auditing play out differently in countries that vary in terms of societal dispersion and in terms of differential accounting 
versus legal versus bureaucratic structural properties. An analysis of the emergence of statistical sampling in the U.K. by 
Power (1992) provides a useful start for comparing the U.S. experience described herein. 
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hearings focused in part on one auditing failure 
involving the collapse of ES.M. Government 
Securities that involved bribes accepted by the 
company’s audit engagement partner that, in 
turn, contributed to the turmoil in the savings 
and: loan industry whose rescue is expected 
eventually to cost hundreds of billions of dollars 
(Subcommittee, 1985; see also Wall Street 
Journal, 1985a—e). Though the Subcommittee 
did not recommend any increase in the direct 
regulation of the profession, it urged . that 
accounting and auditing standards be altered to 
provide a better “early warning signal” of 
bankruptcy and more auditor responsibility for 
detecting fraud. 

Partially in response to the societal expecta- 
tions of acceptable professional practice amplified 
by the U.S. Congress, the AICPA launched its 
own “Expectations Gap Task. Force” to help 
reconcile what society expects of the profession 
and what the profession produces (see, for 
example, Guy & Sullivan, 1988; Carmichael, 
1988). Among the nine resulting standards 
that addressed the “expectations, gap”, three 
concerned management fraud (Statement on 
Auditing Standards 53, “Detection of Fraud and 
Illegal Acts”, 58, “Audit Reports” and 60, 
“Communications of Internal Control Structure 


—— Related Matters Noted in an Audit’, AICPA, 
1989). SAS 53, for example, asserted that 
auditors should assess the risk that errors and 
irregularities [fraud] may cause the financial state- 
ments to contain material misstatement: Based 
on that assessment, an auditor should design the 
audit to provide reasonable assurance of detect- 
ing errors and irregularities that are material to 
the financial statements” (AICPA, 1989). 

Thus, partially protected by the qualifiers 
“materiality” and “that can be reasonably 
detected using extant auditing techniques”, the 
auditing profession has, under societal pressure, 
once more assumed some stated though limited 
responsibility for detecting fraud. In other 
words, societal expectations of acceptable 
practice remain in some measure beyond the 
discretion of professions, organizations and 
individuals subject to their force (Meyer & 
Rowan, 1977), and despite nearly a hundred 
years of effort, the accounting profession has 
failed .to fully dilute the relevance of these 
expectations. Only time will tell whether the 
profession continues to accept to support this 
responsibility or seeks to legitimate a lessened 
responsibility using additional appeals to the 
general societal values of rationality, ee 
and science. 
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< a'need to conform to societal expectations of acceptable practice as the technical imperative of fostering 
rationality. This article also extends institutional theory regarding the issues of power and decoupling by 
i institutionalization to be an unfinished process in the health-care context, wherein the active 


agency of individuals and organizations is subjected to systematic examination In this specific context, case- 


- mix accounting may play a significant role in establishing and petpetuating — not merely supporting — the 
. very social structure of legitimacy, and may consequently be considered an ifiterest-orlented activity having 
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According to ofthodox theorists, the purpose of: 
- accounting is’ to facilitate tational decision - 


making by faithfully- representing the task 


technology or economic reality of the organiza- 


~ tion (e.g. Hiri, 1965; Horngren, 1977; Cooper & 
Kaplan; 1991; Chandler-et al, 1991). Consistent 
with this perspective, within the -health-care 
sector, case-mix accounting systems, based on 
diagnostic-related groups (DRGs), “ostensibly 
help hospitals control costs ‘and encourage 
planning by permitting them to improve the 
management of their various “product lines”. In 
turn, state and federal governmental agencies as 





well as private insurers, have developed DRG- 
based- prospective payment frameworks that 
catégorizé patients into distinct classes accord- 
ing to:the nature and intensity of the services 
(or “products”) they receive (Fetter, A. et al, 
1991). Once these services are. partitioned, one 
can use case-mix accounting systems to monitor ` 
each “product line” so`as to. achieve-optimum 
efficiency and effectiveness within the hospital 
and each subunit; as well as the overall health- ` 
care sector whose costs constinite 12. 2% of the ` 
US.s' GNP (Fetter & Freeman, 1986; Waren: 
1988; Noble, 1992). 
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In contrast with this orthodox perspective, 
institutional theorists propose that an organiza- 
tion’s survival requires it as much-to conform 
to societal norms of acceptable practice as to 
achieve high levels of production efficiency and 
effectiveness. Thus, many aspects of an organiza- 
tion’s formal structure, policies and procedures 
serve to demonstrate a conformity with the 
institutionalized rules and expectations ex- 
pressed by external constituents (Meyer & 
Rowan, 1977; DiMaggio & Powell, 1983). 
Accordingly, the DRG framework and case-mix 
accounting systems may be expected to play 
heightened, though ritualistic roles in: the 
heavily institutionalized environment of hospitals, 
where they may be treated as ceremonial 
systems for creating and affirming order and 
meaning, for executing procedures in sanc- 
tioned ways, and for providing accounts of 
activities in terms that make them seem 
reasonable and acceptable to such external 
constituents as the U.S. Federal government, 
which is a major payer of health-care costs under 
the Medicare and Medicaid programs (Scott & 
Black, 1986; Scott, 1987; Scott & Meyer, 1983, 
esp. pp. 137—152 that provide a discussion of 
how institutional and technical or economic 
forces play out differently in such different 
“sectors” as the health-care context which 
Meyer & Rowan, 1977, assert may be especially 
subject to institutional forces). - 

A paradox arises here, however, in that these 
externally directed and relatively simple sym- 
bolic displays tend to underrepresent the 
complexities and indeterminacies in how hos- 
pital members actually carry out their assigned 
tasks. Thus, Meyer & Rowan (1977; Meyer, 
1983, p. 237). reasoned that organizations tend 
to avoid massive dysfunction by “decoupling” 
their external image systems from their internal 
operating processes. More specifically, they 
observed that “to maintain ceremonial confor- 
mity, organizations that reflect institutional rules 
tend to buffer their formal structures from the 
uncertainties of technical activities by becoming 
loosely coupled, building gaps between their 
formal structures and actual work activities” 
(1977, p. 341). l 


Despite a growing body of research lending 
empirical support (recent examples include 
Fennell & Alexander, 1987; Covaleski & Dirsmith, 
1988a, b; Levitt & Nass, 1989; Mezias, 1990), 
institutional theory has also drawn criticisms, 
the most prominent of which focus on the issues 
of power and decoupling. Concerning the first 
issue; Perrow (1985, 1986) asserted that the 
institutional perspective is inattentive to power 
and group interest. In response to this criticism, 
DiMaggio (1988; DiMaggio & Powell, 1983; 
Tolbert, 1988; Zucker, 1988a, b) noted an 
apparent paradox rooted in the two senses in 
which we have used the term “institutionaliza- 
tion”. Institutionalization as an outcome places 
organizational structures and practices beyond 
the reach of interests and politics; expectations 
of acceptable practice exist and organizations 
passively conform to them. By contrast, institu- 
tionalization as a process, is profoundly political 
and reflects the relative power of the organized 
interests and actors who mobilize them. 

Providing further insight into the distinction 
between outcome and process, Clegg (1989a, 
b) emphasized the importance of interpreting 


. power as a set of rules or disciplinary practices, 


rather than as some dominant though abstract 
ideology. He observed a pervasive tendency 
among researchers to think of power as a 
“thing”, without recognizing that it must also 
involve the property of influencing social 
relations through the process of using rules that 
establish meaning in organization. Key within 
Clegg’s analysis of rules as disciplinary practices 
is the concept of surveillance: 


The concept of “disciplinary practice”...is meant to 
depict those micro-techniques of power which inscribe 
and normalize not only individuals but also collective, 
organized bodies. For instance, any comparative applica- 
tion of performance data or other forms of surveillance 
- would capture the sense of this. Surveillance, whether 
personal, technical, bureaucratic or legal, is the central 
issue. Its types may range through forms of, for instance, 
supervision, routinization, formalization, mechanization 
and legislation which seek to effect increasing control 
of employees’ behavior, dispositions and embodiment, 


tively, as well as abstract properties of goods and services 
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[such as DRG’s] may be discriminated and categorized 
through diverse tactics of rationalization, localized 
tactics which in their specificity of time, place, aims and 
objectives reinforce and borrow from each other to form 
an overall anonymous strategy of discipline. At the more 


general level of discipline, this will form organizations 
into discursive locales of competing calculations. Each 


disciplinary practice, in its applications, will calculate 
organizational rationality from distinct auspices of power 
and knowledge (Clegg, 1989b, pp. 100-101). 


Like Perrow, Clegg was particularly critical of 
the inattention in institutional theory to the 
nature of rules and social relations of meaning: 
what becomes institutionalized depends pre- 
cisely on the power of the organizational actors’ 
translation and use of societal expectations. He 
urged that such organizational disciplinary 
practices as case-mix accounting be studied 
with the use of multiple “disciplinary matrices” 
— in the current context, the orthodox and 
institutional perspectives. 

Based upon this first major criticism of 
contemporary institutional theory, our analysis 
addresses the following research question: 


Research question 1 (RQ 1). To what extent are vested 
interests, and particularly those of the state, served by 
the development, implementation and modification of 
institutionalized organizational practices (sugh as case- 
mix accounting systems)? 


The second criticism concerns Meyer & 
Rowan’s (1977; Meyer, 1983) assertion that 
organizations tend to avoid massive dysfunction 
by “decoupling” their external and relatively 
simplistic ‘image systems from their complex 
and relatively idiosyncratic internal operating 
processes. Concerning this issue, Powell (1985, 
1988), for example, observed that the central 
research question concerning the institutional 
perspective is the extent to which externally 
directed symbolic displays do, in fact, penetrate 
and alter internal operating processes. In like 
manner, Tolbert (1988, pp. 101, 109) pointed 
to an irony residing in institutional theory. She 
observed that although this perspective explicitly 
links macro-level or field-level expectations 
with micro-level organizational practices (see, 
for example, DiMaggio & Powell, 1983, esp. pp. 
154-156), research has focused almost exclu- 
sively on macro-effects, leaving institutionalized 
practices within organizations largely unexam- 
ined. Tolbert (1988) concluded that, over time, 
specific organizational rules and practices 
developed in response to societal expectations 
become a normative, taken-for-granted part of 
organizational life, thus transcending their sym- 
bolic status and influencing the way external 
and internal constituents think about and act 
concerning the organization.’ 


1 One finds this same concern for decoupling in the sociology of professions literature. Here, it has been traditionally 
argued that because practitioners have internalized the norms and standards of professional practice, the actual imposition 
of formalized rules and procedures is unnecessary and may even cause professional—bureaucratic conflict and thus impair 
performance (Hall, 1972; Freidson, 1986; Raelin, 1986). Hence, formalized control may be seen as decoupled from 
backstage operating processes. More fecently, however, Abbott (1988, pp. 323-325) recognized this decoupling as 
problematic. To begin with, he acknowledged the traditional stance that industrialized countries indeed tend to 
institutionalize professional expertise in people rather than in structures or rules. But he found a growing trend to 
institutionalize expertise in organizations, as well, particularly in such professions associated with bureaucracies as medicine, 
where professional knowledge resides within the structure of the organization itself, and decision autonomy rests not with 
the individual practitioners, but. with those who structure their roles. For example, one could envision the exercise of 
Management control through DRGs and related case-mix accounting systems as a form of organizational structure that 
dilutes the raison d'étre of its professionals — expertise and knowledge. As a result, the practice of formal control and 
backstage operating processes may become coupled. 

In a like manner, Freidson (1986) set out to understand how professional organizations function, how people in them 
are differentiated by hierarchical position, and bow these institutional positions influence the work of creating, 
communicating and applying expert knowledge. Freidson recognized the differentiation and decoupling that exists between 
the practitioners and administrative components of such professional bureaucracies as hospitals, and saw power, group 
interest and decoupling as conditioned by the different duties they perform. Lacking ‘control over policy making and 


resource allocation, practitioners exercise power over the generation of resources in that they are the ones who miéet = 
directly with their clients (or bere, patients) and perform the actual service delivery work. Thus, their power stems-ftom ©. - 
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The inherent tension implied in the notion of 
decoupling can also be found in Clegg’s (1989a, 
‘b) observation: that a theory of power must 
incorporate both obedience and resistance to 
rules or disciplinary practices. The threads of 
power run through the whole nature of decoup- 
ling because, as Clegg (1989a, pp. 188-189) 
said, “The. dialectic of resistance resides in the 
realist view that power necessarily tnvolves 
reciprocity because it is always constituted 
within a relational universe of meaning”. Re- 
emphasizing the importance of process, Clegg 
(1989a, p. 199) argued that one must first 
reproduce the articulation of interests through 
disciplinary practices before reconstituting the 
existing power structures. Indeed, this repro- 
duction process is a significant component of 
power, and its transformation, in turn, repre- 
sents an effective resistance to power. More- 
over, just as the application of power is not 
always overt, resistance to power need not 
involve overt conflict. Clegg (1989a, b) observed 
that there is a general tendency among those 
subject to power. and controlling resources to 


resist by means of circumventing or diverting 


to their own ends the existing networks of 
power rather than by overtly confronting them. 
He concluded that the issue of decoupling — 
expressed in such terms as “transforming”, 
“circumventing”, or “diverting” rules and dis- 
ciplinary practices — is ultimately mitigated by 
the relative power of those exercising versus 
those responding to disciplinary practices. 
Drawing upon this second major criticism of 
contemporary institutional theory, our analysis 
addresses the following research question: - 


Research question 2 (RQ 2) To what extent do 


institationalized legitimation practices (in the current _ 


_ Context, case-mix accounting systems developed in 


4 





response to DRG payment systems) penetrate and 
infiuence internal organizational practices? 


The purposes of the remainder of this paper are 
(a) to extend our understanding of case-mix 
accounting systems by. considering the various 
institutional processes complicit in their exis- 
tence and effects beyond merely achieving 
control over the cost of health-care delivery and 
faithfully representing the economic reality of 
hospitals, and (b) to address the two major 
criticisms of institutional theory concerning the 
issues of power and decoupling expressed as 
research questions 1 and 2, respectively. So as 
not to be overty mysterious about the product 
of our analysis, we conclude that (a) such 
apparently neutral societal and organizational 
practices as the DRG framework and case-mix 
accounting systems can have variegated effects 
on different types of hospitals and areas of 
medical practice, on what types of patients get 
served in what types of hospitals, and possibly 
on who will live and who will die; and (b) the 
issues of decoupling and power appear to be 
closely intertwined, with the relative power of 
different interest groups conditioning the extent 
to which external imagery is decoupled from 
backstage processes. 


DRGs AND CASE-MIX ACCOUNTING: AN 
INSTITUTIONAL THEORY PERSPECTIVE 


This section briefly reviews the orthodox 
perspective regarding DRGs and case-mix 
accounting in the health-care environment and 
then juxtaposes this conceptualization using the 
extended institutional theory perspective with 
reference to the two research questions set forth 
in the preceding section. 


client contact and fees, and from the.performance of work that cannot be wholly commodified. Preoccupied with dealing 
with the political and, economic forces their organizations face, administrators focus on formulating artificially limited, 
consistent and overly formalized procedural and substantive rules that control the manner in which the professional work 
is performed. Applying these rules and policies, practitioners transform them according to their judgment and the day-to- 
day exigencies of specific client service work The formal procedures administrators prescribe are applied inconsistently 
and informally by the practitioners (1986, pp. 226-227), and a decoupling consequentially takes place in the transformation 
` of formal knowledge communicated by administrators in the form of procedural and substantive rules to practitioners. 
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The DRG and case-mix accounting 
phenomena: the orthodox view ` 
' The appeatance of DRGs as an approach ‘to 


regulating and managing hospitals isa recent 
example of a 45-year effort — dating back to 


the 1946 passage of the Hospital Survey ` 
Construction Act and amplified by the Medicare— 


Medicaid legislation in the early.1960s — during 
` -which the Federal government developed ‘a 

vested interest in controlling the costs of health- 
- care delivery. Governmental interest in contain- 

ing these costs increased with PL 92-603, the 

Social Security Amendments. of 1972,- -whose 
- purpose was to limit Medicare—Medicaid pay- 
ments and to establish ‘mechanisms for’ provid- 
ing information to effect better control: The 
National Health Planning. and Resources Dev- 


elopment Act of 1974 was also ‘directed at Cost. 


containment and mandated 'the. use of uniforni 


hospital accounting systems, a description of the . 


financial operations and costs incurred by each 
hospital participating in the Medicare—Medicaid 
programm, and the provision for a formal budget 
review of each participating hospital. 

. Throughout ‘the mid-19708 and the Carter 
Administration, the Federal government at once 


assured the hospital industry some measure of . 


prosperity in the sense that it would be paid for 


heavy lobbying efforts finally produced a more 
lenient substitute bill, HR 5635, that encour- 
aged a voluntary: cost containment effort on the 
part'of hospitals and the appointment of a study | 


‘commission to consider and recommend to the 


hospitals various cost control measures. 

Despite ‘the présence ‘of such cost contain- 
ment legislation, however, health-care costs 
continued to escalate (Starr, 1982; Havighurst, 
1987; Warren, 1988; Stevens, 1989). Faced with 
the industry’s continued strong opposition to 


“the imposition of direct, inflexible controls 


(Demkovich, 1979; -Brown, 1988) and consis- 
tent with. its campaign deregulation. promises 
(Brown, 1988; Havighurst, -1988), the Reagan 
Administration offered a prospective payment 


proposal as a'less direct way of regulating ‘costs 
for those patients for whom the Federal govern- 


_ ment had direct fiscal responsibility — Medicare 


and Medicaid patients: Stevens (1989) defines 
this increasingly active Federal influence as the 
“New Standardization”. This Federal initiative 
was supported by the American Hospital Asso- 
ciation and the Federation of American Health- 


.care Systems. The prospective payment’ for 


health-care services legislation was signed into 
law in October of 1983. -This ‘Social Security 
Amendment states that 


rendering services to a large block of impecunious 


patients, and also caused the industry anxiety in 
the sense that it became exposed to at least 
some measure of Federal control and interven- 
tion (Starr, 1982; Sapolsky, 1987; Stevens, 
1989). This concern for controlling costs was 
demonstrated by the heavily debated Hospital 
Mandatory Cost ‘Containment: Program intro- 
duced by the Executive Branch in 1977. The 
Carter Administration’s proposed cost contain- 
ment program sought directly to contain both 
public and private reimbursements for-hospitals 
(Abernathy & Pearson, 1979; Sapolsky, 1987) 
and thus to regulate across the entire spectrum 
of ‘health-care recipients. A united hospital 
industry (for example, the American Hospital 
Association and ‘the Association of American 
Healthcare Systems), defeated the bill but 
promised in its stead self-restraint in hospital 
charges (Demkovich, 1979). The industry's 


MEOE RON OELE AECE 
classified according to a list of diagnosis related groups 
(DRGs), This list contains 470. specific categories (p. 
39754). We believe that by including all inpatient 
i operating Costs, the system maintains financial incen- 
i tives which will- permit bospitals to plan tbe most 
` efficient use of resources given thetr uriique operating 
cicumstances. . Thus, the decisions concerning ‘the 


allocation of all resources rest with the managers — 
responsible for planning care. \t is only in this manner z 


that the most effective use of health care funds can be 
achieved (Departmient of Health and Hunian Services, 1 . 
Seube 1983, p: 39761, tinpi adden): f 


-Badically, PL 98-21 pene a cost-based, ` 
rétrospéctive reimbursement system with a 
diagnosis-specific prospective payment plan by ` 
which the Federal government fixed thè diag- 

nostic categories (that is, the DRGs). and | 
payment structure for each treatment category. 
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Under PL 98-21, if a hospital’s costs exceed 
specified payment schedules for Medicare 
patients, the hospital must absorb the excess 
costs. Each DRG ‘is defined in terms of one or 
more of the following variables: principal 
diagnosis, operating room procedures, comor- 
bidities and complications (secondary diagnoses), 
age, and discharge status. Thus, the DRGs 
represent a multivariate system for classifying 
hospital patients into mutually exclusive and 
exhaustive groups, under the assumption that 
types of cases or “product lines” have similar 
patterns of Federal payments and also, ideally, 
resource consumption (Fetter & Freeman, 
1986; Averill, 1991; Fetter, 1991). By clustering 
patients into medically meaningful groups, PL 
98-21 seeks to minimize the Federal govern- 
ment’s Medicare expenditures. Such case-mix 
data can also help such third-party payers as 
Blue Cross to monitor differences among 
hospitals and to contain costs by facilitating 
comprehensive budget reviews (at an appro- 
priate rate level) and charge setting (within an 
appropriate rate structure) for non-Medicare 
patients. 


In turn, the hospital industry has developed. 


case-mix accounting systems to generate in- 
formation pertaining to the costs of delivering 
the DRG products to patients (Borden, 1988; 
Chandler et al., 1991). By closing the account- 
ing circle of matching revenues (DRG-based 
prospective payments) with costs (isolated by 
case-mix accounting systems expressed in terms 
of the DRG structure), information ostensibly 
becomes available for evaluating the profitability 
of the various product lines and thereby guiding 
both resource allocation decisions and the 
performance appraisals of various hospital sub- 
units and individual health-care delivery clini- 
cians and technicians (Fetter & Freeman, 1986; 
Fetter, A. ef al, 1991). This approach assumes 
that DRG and case-mix accounting systems seek 
to represent faithfully the costs of the underlying 
task technology of health-care delivery while 
diagnosing the illness and delivering the service. 
In essence, the case-mix accounting systems dev- 
eloped around DRG categories merge with epid- 
emiological and management science approaches 


to health administration by directly linking the 
costs and outcomes of providing health services 
and by providing incentives for cost control and 
efficiency (Fetter, & Freeman, 1986). 

The case-mix accounting system would, in 
theory, provide hospital administrators with 
both a rigorous form of accountability and 
measures of production efficiency that encour- 
age comparisons among departments and physi- 
cians, thereby establishing and documenting a 
relationship between médical and administra- 
tive decisions (Thompson et al., 1979; Fetter et 
al, 1980; Fetter, A. et al, 1991). On this point, 
Eastaugh (1987), for example, has suggested 
that hospitals could and should use DRGs and 
the resultant case-mix accounting information 
to offer only those products that promise a 
certain threshold of profitability. Further, patients 
who cannot be profitably served by any given 
hospital or clinician should be referred else- 
where for.treatment (Fetter & Freeman, 1986; 
Eastaugh, 1987). In addition, case-mix account- 
ing systems should facilitate a. number of 
management philosophies or techniques hos- 
pitals value: improved patient treatment schedul- 
ing; the delegation of more budgetary and 
accounting activities to.departmental managers 
thus increasing budgetary participation; the 
deployment of the medical staff in response to 
patient needs; and the formation of physician 
cost-control committees (Cook et al, 1983, 
1985; Young & ee 1983; Smith & Mick, 
1985). - 


An extended institutional theory perspective 
Earlier, we posed the following research 
question: 


_ RQ 1. To what extent are vested interests, and particularly 
- those of the state, served by the development, implemen- 
tation and modification of institutionalized organiza- 
tional practices (such as case-mix accounting systems X} 


An initial and general response is that one 
should not treat the Federal government as a 
monolithic entity that impartially reviews, inter- 
prets and transmits societal expectations. Rather, 
it is a specific entity that can exhibit self-interest 
(Petrow, 1985, 1986) and may thus become an 
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active force in shaping and molding societal 
expectations. Reflecting an institutional . per- 
spective, Scott provided insight consistent with 
this supgestion:, - 


Which environmental agents are able to define the 
reigning forms of institutional structure will be deter- 
` mined largety by political contests among competing 
interests. Outcomes will be ‘influenced not only by 
differential resources and sanctioning facilities but will 
also be strongly shaped by the agents’ differentia] ability 
. to lay successful claim to the normative and cognitive 
facets of the political processes: those identified by such 
concepts as authority, legitimacy, and sovereignty. 
- Outcomes will also be influenced by the structure of the 
. ‘state itself and its relation to the penetration of society. 
Organizational scholars must bring the state back in 
as an important institutional actor not only in its own 
right, but reconceptualizing as well, political systems in 
ways that reveal the varied role that political and legal 
© structures play in shaping the institutional frameworks 
within ‘which ‘organizations: of varying types operate 
(1987, p. 509, emphasis added). 


Through its Medicare and Medicaid programs, . 


the Federal government has -developed an 
abiding interest in health-care delivery; with the 
ever-increasing associated costs, it has also 
developed a keen, instrumentally rational objec- 
tive of controlling those costs. But its direct or. 
overt attempts. to control costs for all. patients 
have met strong and effective opposition. from. 


the health-care industry — particularly the 


American Hospital Association and the American 
Medical Association —- that has countered with 
promises of voluntary cost control, promises 
that have subsequently failed (Abernathy & 
Pearson, 1979; Demkovich, 1979). Here, the 
hospital industry as a subordinated agency. was 
at first able to act collectively to. achieve 
effective resistance (Clegg, 19892). Withdraw: 
ing from its overt social-regulatory position of 
directly controlling -costs for all patients, the 
government responded by developing an approach 
to covertly controlling costs by paying specific 
rates for specific services rendered to only 
Medicare and Medicaid patients amid the rhetoric 
of deregulating health-care delivery and support-. 
ing decentralized decision making (Brown, 1988; 
Havighurst, 1988). 

The health-care industry initially supported this 


covert approach. It was, after all, apparently — 
consistent with medical rationality, based as it was 
on medically meaningful diagnostic groupings of 
patients. It appears that DRGs and thé resulting 
case-mix accounting systems served simul- 
taneously first and foremost to provide -an 
instrumental solution to controlling Federal cost . 
outlays, and secondarily, as a political exchange 
by. apparently depoliticizing health-care delivery 
through the exercise of covert rather than overt 
control (Fombrun, 1986). One may infer that the 
medical-organizational-institutional practices.. 
associated with the development, implementation 
and use of the DRG framework were influenced 
by power and self-interest of (here) the Federal 
government (Clegg, 1989a, b). Note, however, 
that the Federal government was not omnipotent, 
but.was constrained to.use a covert, surveillance- 
control of costs for all patients it at first preferred. 
Extending this line of thought, Starr (1982)- 
predicted that as a consequence of the Carter 
Administration's failure to rationalize-and control 
medical services using the public-sector logic of 
direct regulatory intervention, health-care ser- 
vice, delivery and the role of the. Federal 
government therein would eventually become 
rationalized under the private-sector logics of 
commercialism and depersonalization (see 
also Marmor et al., 1986). Sapolsky (1987) made 
the additional point that the health-care system 
has traditionally depended on a system of cross- 
subsidies: the rich subsidize the poor, the well 
subsidize the sick, and the young subsidize the 
old. Burdened by the most expensive patients, 
the old and the poor. the Federal government, 
eventually sought to reduce its, own. costs 
through narrowly focused legislation -that con- 
trolled costs for only, Medicare and Medicaid’ 
patients, and subsequent DRG. legislation that 
covertly controlled costs by using its legislative: 
power to gain a special advantage. for itself, 
thereby weakening the effect of the cross- 
subsidies and forcing displaced costs onto- 
others. The Federal government enjoyed partial 
relief, but other private payers of significant 
clout like Blue Cross faced higher costs for non- 
Medicare patients. These private payers would 
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begin actively to-bargain for discounts and to 
seek alternative health delivery systems for its 
own clients, thereby forcing even greater costs 
on less powerful third parties or patient-payers 
— price takers lacking the capacity of price 
makers for collective action and effective 
resistance (Clegg, 1989a). ` 

` Hospital administrators, meanwhile, have no 
choice but to conform to PL 98-21 for their 
Medicare patients. With reference to power, the 
motivation lying behind this conformity is, quite 
understandably, to advocate for the hospital by 
maximizing Federal and other third-party pay- 
ments. Thus, ohe ‘would expect their primary 
focus in using the DRG-based system to be on 
generating, as opposed to merely internally 
allocating, resources. This focus on obtaining 
economic resources is instrumentally rational; 
consequently, one can see the use of DRGs by 
hospitals as a technological solution to its 
-problem of obtaining scarce resources (Hackman, 
1985; Perrow,1985)). 

The process behind this generation, which 
seeks ‘to démonstrate PL 98-21 conformity, is 
` however, one of political advocacy (Meyer, A., 
1984; Boland & .Pondy, 1983; Covaleski & 
Dirsmith, 1988b).,At issue is whether hospital 
administrators will, in fact, turn the externally 
directed DRG-based, case-mix-augmented 
accounting system inwardly to allocate resources 
among subunits. Given that accounting is à 
generally accepted if not a taken-for-pranted 
process for guiding resource allocation deci- 
sions in a variety of organizational contexts, and 
that it provides the appearance of neutrality, 
objectivity and verifiability, it may also serve as 


a conveniént, autoregulatory means for allocat- 


ing resources internally. One may argue that the 
discretion for its application does not, after all, 
rest completely with the hospital administrators 
(Meyer & Rowan, 1977; Harris, 1977; Scott & 
‘Backman, 1990) but derives from Federal law. 
If it is, in fact turned inwardly, the result would 


be to couple external imagery and internal 


operating processes. On this internal use of the 
DRG framework and case-mix accounting, Clegg 
(1989b) has suggested that stirveillance prac- 
tices may be used as means for determining 


power in that such practices as the DRG 
framework do not provide for their own inter- 
pretation; but must rather be transformed’ by 
organizational actors — here, hospital admini- 
strators (Freidson, 1986; see also Chua & 
Degeling, 1989, for a further developmient of 
this theme as it applies to the use of DRGs). 
Once more, case-mix accounting may be used 
as a political device, this time for transforming 
the DRG framework and case-mix accounting 
systems into a specific, organizationally directed 
surveillance practice for legitimating the alloca- 
tion decisions made by administrators and, in 
so doing, influencing those allocations. Con- 
sequently, anticipating the RQ2 analysis, the 
existence of Federally mandated DRG payment 
systems carries a definite potential for penetrat- 
ing backstage operating processes and revealing 
which departments or “product lines” get what 
financial resources for what purposes (Powell, 
1985). 

DRGs and ‘case-mix accounting may also serve 
a more direct role: the redistribution of power 
within hospitals. As a form of what Mintzberg 
(1979) called “a professional bureaucracy”, 
physicians have long acted as autonomious 
practitioners and have consequently ‘long pos- 
sessed organizational power (Freidson, 1986; 
Abbott, 1988; Scott & Backman, 1990). For 
example, physicians have traditionally made 
unilateral admissions, treatment, length-of-stay, 
and discharge decisions. They have also figured 
prominently in hospital cost structures and are 
accordingly a principal target of control for case- 
mix accounting systems. Here, amid a rhetoric 
extolling measures of facilitating physicians’ 
efforts to limit unnecessary procedures and 
enhancing their own efficiency and effectiveness 
(see, for example, Thompson, 1978, 1981), 
case-mix accounting systems focus on isolating 
variances among doctors in billings to DRG- 
defined groups as compared to hospital or 
industiy standards (Berki; 1983; Fetter, 1991): 
By making’ these cOnsequences visible (Becker 
& Neuhauser, 1975), administrators can covertly 
influence the admissions, treatment; léngth-of- 


‘stay and discharge decisions, thus reinforcing 


Clegg’s (1987) emphasis on power as closely 
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associated with the interpretation and applica- 
tion of a set of rules and disciplinary practices 
(see also DiMaggio, 1988; Zucker,1988b). 

The foregoing analysis brings together strands 
of thought susceptible to further analysis in 
future research. The DRG framework appears to 
be more than merely a passive medium for 
expressing societal expectations (Meyer & 
Rowan, 1977). It also provides more than mere 
additional justification for case-mix accounting, 
which further embodies and expresses these 
expectations. Rather, the DRG and case-mix 
accounting phenomena appear to be, them- 
selves, infused with power and self-interest 
(Perrow, 1985; Powell, 1985; DiMaggio, 1988). 
The arguments advanced primarily by Clegg 
(1987, 1989a, b) suggest that the DRG frame- 
work and the related case-mix accounting 
systems may be interpreted as means for 
effecting macro- and micro-surveillance in 
which individuals (both physicians and patients), 
collectives (departments, individual hospitals 
and classes of hospitals) and services (as 
organized into “product lines”) are categorized 
and discriminated through apparently objective 
calculations that form a virtually anonymous 
discipline strategy. As a form of disciplinary 
practice, the framework inscribes and normal- 
izes hospitals, clinicians, and patients as well. 
The DRG framework and related case-mix 
accounting systems appear also to determine 
power by redistributing that power from physi- 
cian to administrator. Together, the DRG and 
case-mix accounting phenomena may be seen as 
two variants of disciplinary practice that cal- 
culate macro, societal-level (that is to say, the 
Federal government) and micro, organization- 
level (the hospitals ) rationality from the distinct 
auspices of power. 

Viewed as an unfinished process in EEN the 
DRG and case-mix accounting . phenomena 
currently operate, institutionalization appears to 
be infused with power and vested interests in 
the health-care environment. The DRG frame- 
work and case-mix accounting appear to serve 
simultaneously as ( 1 ) technological solutions to 
the Federal government’s need to control its 
health-care cash outlays; (2) a political ex- 


change allowing the government to act covertly 
in its own self-interest in a seemingly apolitical 
way, to determine power, and to enable hospital 
administrators to redistribute power in the 
name of objectivity, efficiency and profitability; 
and (3) a means of social discourse expressing 
the government’s need to control health-care 
costs to hospitals and to departments and 
individual health practitioners in a way that 
health-care providers can accept or at least resist 
only ineffectively. 

On this latter point pertaining to the ability 
to resist, we earlier posed the following research 
question: 


RQ 2. To what extent do institutionalized legitimation 
practices (in the current context, case-mix accounting 


systems developed in response to DRG payment 
systems) penctrate and influence internal organizational 


practices? 


Consistent with the theme already advanced 
with regard to power — that such disciplinary 
and surveillance practices as the DRG frame- 
work and case-mix accounting define and 
normalize the activities of both organized bodies 
and individuals (Clegg, 1989a, b) — one can 
partition the answer to this question on three 
related levels as concerning hospitals, depart- 
ments aod patients (see Tolbert, 1988, who 
concluded that the issue of decoupling can be 
addressed only by concentrating on the micro- 
or organization-level effects of institutionalized 
practices ). 

At the first level of analysis, the exercise of 
power necessarily involves both obedience to 
disciplinary practices and reciprocal resistance 
(Clegg, 1989b), where effective resistance 
contributes to the decoupling between institu- 
tionalized practices and internal operations. Just 
as the exercise of power need not be overt, 
effective resistance by the subjects of control 
may involve covertly circumventing or divert- 
ing disciplinary practices to their own ends. In 
such cases, the relative power of, or resources 
deployed by, those being controlled determines 
the effectiveness of the resistance. From an 
institutional theory perspective, Scott (1987, p. 
509) described this precise situation, arguing 
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that the outcomes of institutionalization are 
shaped by both the differential resources and 
the ability to lay successful claim to the 
normative and cognitive facets of the political 
processes. 

Ascribing to this reasoning, Sapolsky (1987) 
observed that private, financially stronger hos- 
pitals having a relatively diverse resource base 
could use case-mix accounting data to screen 
patients and admit or “skim” only the more profit- 
able ones (Fetter & Freeman, 1986; Eastaugh, 
1987). Here, the similarity to Starr's (1982) 
prediction that the private-sector logic .of 
commercialism and depersonalization would 
one day influence health care is particularly 
striking. In part, Sapolsky reasoned, the screen- 
ing would be abetted by such large insurers as 
Blue Cross: 


Discount-secking payers encourage the “skimming” of 
patients from hospitals by entrepreneurial ventures such 
as those that create medicine’s newest and most lucrative, 
specializations, With the growing surplus of physicians, 
it is easier and easier to promise large payers bargains 
by providing services in specialized settings unencum- 
bered by the reserve capacity and costly overheads 
needed to maintain tertiary care facilities, Bargains for 
some, no doubt, but this pattern of stripping away 
profitable clients destroys the complex web of cross- 
subsidies that in large part supports teaching and services 
for the poor and for those with rare or expensive illnesses 
(1987, p. 70). i : 


Thus, one can find a dark aspect of DRGs and 
case-mix accounting on the bright side of profits. 
Concerning this darkness, Sapolsky effectively 
argued that such financially strained facilities.as 
inner-city hospitals, as well as employers and 
insurers unable to resist covert regulation, are 
more heavily affected by the DRG phenomenon 
because they increasingly attract more of the 
most costly patients, whose related revenue is 
fixed by DRG payment schedules, than the 
attractive patients the more profitable institu- 
tions accept: 


Small employers and insurers are not the only potential 
victims of [the] “beggar thy neighbor” strategy. Some 
hospitals lack a sufficient number of privately insured 
patients to absorb the losses sustained in mecting 


_ government demands for price advantages. Especially 


vulnerable are inner city hospitals that serve the 
uninsured and that often maintain expensive teaching 
programs (1987, p. 70). [While DRG payments are based 


on average cost per category for average patients for 
average stays, the poor and elderly are liable to be above 


average in all categories.] 


Consistent with Scott’s (1987) and Clegg’s 
(1989a, b) positions, profitable hospitals seem 
more liable to “skim” patients and in so doing 
lay cognitive claim to the normative and 
cognitive facets of the DRG system. It seems 
certain that the social network of hospitals will 
be affected thereby, and one could infer that the 
decoupling between external symbolic displays 
and internal operating processes will be in- 
fluenced by the differential resource munificence 
or scarcity of hospitals: the financially strained 
hospitals would receive relatively few resources 
while the backstage operating processes for the 
profitable hospitals would enjoy a decoupling 
from their external legitimation practices of 
adopting the DRG framework and case-mix 
accounting systems, 

.At the second level of analysis, one can 
generally expect that effective resistance to or 
decoupling -from the disciplinary practices of 
the DRG and case-mix accounting phenomena 
will be conditioned by the differential resources 
af the departments within hospitals. In support 
af this expectation, empirical research on 
budgeting (see, for example, Pfeffer & Salancik, 
1974; Hills & Mahoney, 1978; Hackman, 1985; 
Covaleski & Dirsmith, 1988b) suggests that 
accounting information plays more of. political 
advocacy role in organizations characterized by 
financial hardship. More specifically, Hackman 
(1985) found that a subunit with high visibility 
among external constituents and a concomitant 
ability to acquire the external resources needed 
by the organization, strongly influenced internal 
resource allocations and gained for itself a dis- 
proportionate share of those internal resources. 
Extending this line of thought with respect to 
power, whereas financially strong hospitals may 


' effectively decoupie external imagery from 


backstage operating processes, possibly by 
carefully skimming profitable patients (Eastaugh, 
1987; Sapolsky, 1987), poorer hospitals may 
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expect different departments to generate diffe- 


rential revenues, incur differential costs and — 


earn differential profits. Thus, departments may 
exhibit a differential ability to help hospital! 
administrators : perform their advocacy or 
revenue generating functions: Consistent with 
the prescriptions of orthodox commentators 
like Fetter & Freeman.(1986) and Eastaugh 
(1987), administrators may then be ‘expected 
to-allocate an increased proportion of resources 
to departments. that ‘help generate the most 
resources, thus at once recognizing and aug- 
menting the internal power of those departments. 

To the extent that the institutionalized DRG 
framework and the resultant case-mix account- 
ing system influence the internal allocation of 
resources, external: imagery can penetrate and 
alter backstage operating processes in financially 
strained hospitals. From the perspective of the 
department heads, the use of DRGs and case- 
mix accounting to demonstrate profitability 


appears simultaneously to be a means of political. 


exchange and a technological solution wherein 
their own effective support of the system both 
permits hospital-administrators to perform their 


advocacy function so as to generate resources: 


externally, and. facilitates their own advocacy 
role insofar as they receive a greater portion of 
- those resources that are, in turn, deployed in 
treating patients. 

As we noted earlier in our discussion of 


power, an imposition of the DRG framework and. 


case-mix accounting may contribute to the 
transfer of admission, treatment, lengtb-of-stay 
and discharge decisions from physicians ‘to 
administrators .who are, in turn, supported by 
these seemingly neutral objective surveillance 
practices ,(Freidson, 1986). Thus, these two 


phenomena exemplify the encoding expertise . 


in a hospital's organizational structure and away: 


from. individuals (Abbott, 1988). The potential - 


transfer of these four critical patient-treatment 
decisions suggests a potential for affecting the 
very health of patients. On this point, shore! 
and Hughes observed that - > 


Bi as clea oe Ale a aa 
increasingly buffeted by external pressures to reduce ` 


costs, they may be forced to allocate resources in ways 
that could adversely affect patients’ care; Under the 

. Medicare prospective. payment system, for instance, 
beneficiaries with high costs, to reduce the diagnostic 
and therapeutic resources used for these beneficiaries, 
and to discharge them sooner. [Witness Eastaugh’s 
(1987) and Young & Saltmari’s (1983) positions in 
advocating DRG-systems discussed earlier.] Any one of 
these responses could result in adverse outcomes. 
Anecdotal evidence suggests that such adverse outcomes 
may already be occurring (1988, p. 1101). 


In an effort to augment ‘this anecdotal: 
evidence, Shortell & Hughes (1988) conducted: 
an empirical analysis of 214,839 discharges from 
981 hospitals. They found. a significant associa- 
tion between higher mortality: rates among in- 
patients, and (a) the stringency in state programs 
of hospital rate reviews (closely associated with 
DRG rates where case-mix accounting informa- 
tion guides an evaluation of the rates); (b) the 
stringency of certificate-of-need legislation; and 


(c) the intensity of competition in the health- 


care marketplace (this latter finding suggests 
support for Sapolsky’s, 1987, profitable patient 
“skimming” argument). .Shortelf and Hughes 
found that hospitals in states with stringent rate 
reviews produced death rates 6-10% higher 
than hospitals in less stringent states. One may 
infer that societal expectations, as expressed in 
the form of ‘externally directed, DRG-based 
symbolic displays, can in fact penetrate external 
operating: processes „and affect He patients 
themselves Sits am 


IMPLICATIONS AND CONCLUDING 
: DISCUSSION 


In contrast with the orthodox perspective, 
which asserts that accounting in general (for 
example, Ijiri, 1965; Horngren, 1977; Cooper & 
Kaplan, 1991) and the DRG framework and case- 
mix accounting systems: in particular (for 
example, Fetter & Freeman, 1986; Cook et al, 
1983,.1985; Havighurst, 1987;-Fetter, A. et al., 
1991) faithfully -represent an organization’s 
economic or technical reality, institutional 
theory (for example; Meyer & Rowan, 1977; 
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DiMaggio & Powell, 1983) offers compelling 
insights into the social and behavioral facets of 
these surveillance practices: This perspective 
suggests that one cannot understand such 
organizational and regulatory practices as the 
DRG framework and case-mix accounting merely 
with reference to the general rationality of their 
structural properties. On this point, Clegg 
argued that © ` 


Organizations should not be conceptualized as the 
phenomenal expression of some essential inner principle 
such as economic exploitation or rationality....One 
cannot explain the‘politics of all organizations in terms 
of general theories of. their rationality. Organizational 
action is an indeterminate outcome of substantive 
struggles between different agencies: between people: 
who deploy different resources; people whose organiza- 
tional identities will be shaped by the way in which 
disciplinary practices work through and on them, even 
in their use of such techniques; people who seck to 
control and decide the nature of organizational action. 
Consequentty, the interests of actors in organizations 
and the decisions that they make are necessarily 
contingent on various forms of organization calculation. 
Thus, organizational action cannot be the expression of 
some essential inner principle: claims to such principles 
. 28 prime movers necessarily neglect the actual complex 
and contingent conditions under which organizational 
action occurs (1989b, -p. 105). 


Consistent with this position, we conclude that 


+. one can more accurately characterize such 


practices as the DRG framework and case-mix 
accounting as social in nature, practices whose 
principal purpose: is at once to’ express and 
demonstrate a conformity with institutionalized 


rules and expectations (Meyer & Rowan, 1977; 


DiMaggio & Powell, 1983). 

Our analysis also suggests that the two 
criticisms made of institutional theory dealing 
with power and decoupling and expressed as 
our two research questions tend to be interre- 
lated. Moreover, at least as one interprets them 
in a health-care context, hierarchical order .is 
implicit in them: More specifically, power 
emerges as the important dynamic that condi- 
tions the issue of decoupling (Perrow, 1985, 
1986; Powell, 1985; Clegg, 1989a, b). Because 
the DRG -framework and related case-mix 


accounting systems undergo continual refine-. 


ment as hospitals implement and use them, they 
tay be seen as unfinisbed processes infused 
with power, rather than merely as outcomes 
beyond the reach of vested interests (DiMaggio, 
1988; Clegg, 1989a, b). Here, the analysis 
suggests that the Federal government could not 
exercise power overtly to reflect its own self- 
interest because of the force with which the 
hospital industry opposed that intrusion. Instead, 
the government deployed a formal, structural 
surveillance practice — the DRG framework — 
developed in part by the hospital industry itself, 
to reflect its interest indirectly without arousing 
active resistance (Scott, 1987). This exercise 
was covert and, perhaps consequently, effective 
(Burns, 1986). 

It follows that the use of such disciplinary and 
surveillance practices represents one of the 
subilest and most effective tools for influencing 
if not controlling a social situation, an adroit 
substitute for the overt use of power, the very 
deployment of which might actually signal weak: 
ness (Pfeffer, 1981; Edelman, 1977; Hopwood, 
1984). Here, the Federal government mani- 
fested true power by excusing hospitals from 
cost-cutting efforts they otherwise would not 
have undertaken, but then convincing the 
hospitals to undertake these efforts voluntarily. 
Though these rules and disciplinary and surveil- 
lance practices were cloaked in the appearance 
of objectivity and neutrality, the interested 
parties who are both game players and referees 
had yet to interpret them; the interpreting act, 
of course, establishes and maintains the hier- 
archies of authority and status (Clegg, 1989a, 
b). Clegg concluded that such organizations as 
hospitals survive by conforming to those interests 
that are hierarchically superior, like the state, in 
part by conforming to. their disciplinary and 
surveillance practices, demonstrating this con- 
formity externally, and reaffirming their efficacy 
internally. 

Within individual hospitals, the institutional- 
ization of DRGs as an ongoing process appears 
to be similarly political. Hospital administrators 
may use the DRG framework to advocate for the 
hospital and to help generate resources -— acts 
both broadly rational and political (Alan Meyer, 
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1984; Hackman, 1985). But this: advocacy is at 
- once determined by. and determines power as ` 
expressed -by: the availability of existing re- 
sources and the capacity to lay cognitive claim ` 
to (Scott, 1987) and divert.to its own purposes 
(Clegg, 1989a, b),.the DRG* ‘framework. More 
specifically; financially stronger - hospitals, . the 
profitable and for-profit ones, have the capacity 
` to “skim” (Sapolsky, 1987) those types of : 
patients who receive a profitable “product line” 
of services, leaving unprofitable patients, largely 
the poor and the elderly, to be served by 
financially weak hospitals without the apuity to 


— divert the DRG framework. .. 


Within individual hospitals, the isiti 
ization of the DRG framework and case-mix 
- accounting systems as ongoing processes ‘also ` 
„appears to be profoundly political and potentially ` 
complicit ina shift in the balance of power from 
the practitioner to the administrative compo- . 
nents of. the hospitals (Freidson, 1986) and‘ 
among departmental units. To begin with, DRG-. 
based case-mix accounting was developed ; and | 
implemented by the industry to facilitate the : 
allocation of:résources internally ‘as well -as. ‘to: 
_ provide a convenient, apparently objective, atid ~ 
neutral ‘cost containment discourse. With the 
. Tevenue and cost consequences ofa physician’ s. 
_ admission, treatment, length-of- stay and dis-` 
- Charge decisions made more.-visible (in DRG ` 
payments‘and as revealed by casé-mix account-, - 
ing), power shifts from the physician to the © 
hospital administrator (Clegg, 1989a, b; Freidson, ” 
1986) in the sense that expertise becomes . 
- encoded within organizational structure rather 
- than in the individual (Abbott, 1988). 
In addition, one can associate the deployriient ` 
of these’ systems with a shift, in resource ` 
allocation toward departmental units’ having 
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higher visibility among external constituents, as 
evidenced by their ability tò generate more 
reyenues for the hospital — all of which couples 
external imagery and þackstage process. Consis- 
tent with this theme, departmental managers, 
whose effeçtiveness-depends on how profitably 
they manage. theit DRG categories and with 


varying abilities to lay cognitive claim (Scott, 


1987) to these two surveillance practices -and 
divert them to their own ends (Clegg, 1989a, 
b), may use case-mix accounting information to 
advocate for the subunit and gain more resources. 

Accounting, in such `a ‘situation, is both 


- rational and covertly political. ‘That is, case-mix 


accounting information may. both provide a 
technical solution to the rationalistic goal of 
‘generating more résources and serve as a means 
of fostering political exchanges wherein social 
actors redistribute power. But here too, the 
relative financial ‘strength of the hospital may 
well “mitigate - both the power dynamics of 


" déployiig, casé-mix’ accounting ; and the extent ` 


to which external imagery penetrates and alters 
"backstage. operating processes. “Profitable hos- 
.pitals may-be“able to decouple their-external 
imagery from internal processes by actively 


: screening ‘patients, and in so doing avoid the 


need to exercise power internally, Financially 
weaker (typically, urban) hospitals generally 
cannot.divert the DRG-and case-mix accounting 
surveillance practices to their own ends (Clegg, 
-1989a, b). 

We conclude that the institutional perspec- 
tive. contributes - significant insights to the 
development and implementation’ of the DRG 


framework and -case-mix accounting. in the 
~ American health-care. context. and that this 


context,:in, tùrn, provides a unique opportunity 
‘for extending institutional theory.? We recommend 


ST sual ped Into poal these? O widen the concepaldltcblon G€ mi DG aero naa S 
But, the analysis is relatively provincial in that it examined only the U.S. health-care environment. The DRG framework 
is being exported to other countries, which use the same basic treatment categories, sometimes fortified by and sometimes. 
lacking case-mix accounting systems.: Because this framework now appears around the world and in some countries that 
use different accounting systems, the DRG framework offers an ideal opportunity to study institutionaljzation internationally. 
Meyer (1986) noted that accounting ;ás'an institutionalized process may be expected to vary systematically in different - 
national societies. For example, the US. reflects both an accounting and a legal orientation, while the U.K. reflects more 
i of spacegmnting ‘hig 9: Tegal orlenniioi; Gedib telles mpat Di legal atian acconnting ‘ocherirenoe, endl France. 
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future research be directed at examining (a) 
institutionalization’ as an ongoing process 
— in that the DRG framework and case-mix 
accounting are currently being implemented 
and refined in numerous health-care delivery 
organizations — rather than as an outcome; (b) 
the complicity of the DRG framework and case- 
mix accounting in the covert exercisé of power, 


where that power is expressed in terms of 
resource availability and scarcity and the ability 
to lay cognitive claim to these two surveillance 
practices and divert them to various interested 
parties; and (c) the extent to which power 
conditions the decoupling that may take place 
between external imagery and internal social 
and technical operating processes. 
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Abstract 


This paper illustrates the concept and implications of “adversary accounting” in the context of both “intra- 
capital” and “capitaltabour” disputes. Informed by a small pilot study on the uses made by unions and their 
approaches to financial information, we explore whether accounting techniques and financial information 
are necessarily “capitalist” tools or whether they can be used “strategically” or “adversarially” by anyone 
Se ene ne een ae ee i 


One of the recurring issues in accountancy and 
beyond is how accounting information can (and 
cannot) be used, for what purposes and by 


whom.' The concept of “creative accounting” 


(Griffiths, 1986) has bécome increasingly familiar 
in récent years and concern over its-use has been 
expressed by regulatory authorities (McBarnet 
& Whelan, 1991). Manipulation of financial 
information by management reflects strategic 
purposes, of which the most obvious are 
enhancement of market image or tax avoidance. 
But financial information may also be used 
strategically for other purposes; for example for 
circumvention of corporate governance restric- 
tions (McBarnet & Whelan, 1992a, b) or in 


t 


preparation for privatization.? It may also be 
used by both sides in conflicts, for example, over 
takeovers. In such situations accounting tech- 
niques and financial information are used 
strategically as explicit weapons in adversarial 
disputes, as techniques of adversary accounting 
in a battle for the construction of financial status 
and corporate credibility. f 
Such a strategy may stem from different views 
of the function and role of accounting. Thus, 
according to Solomons, the function of accounting 
is to convey unbiased information on which 
users can base their own decisions (1991b, 


- p. 311); neutrality in financial reporting must be 


the “guiding light’ of accounting (1991a, 


* Support for the collection of data which informed this research was provided by the Nuffield Foundation, to whom we 


are extremely grateful. 


'The “expectation gap” between preparers and users of accounts is now commonly alluded to. 


2See, for example, Accountancy (September 1986; interview with member of Byatt Committee on accounting in 


nationalized industries). 
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p. 294). Accordingly, a strategy of adversary 
accounting may follow a genuine concern that 
the accounting picture presented by an adversary 
has obscured economic reality, perhaps as a 
result of an emphasis on legal “form” over 
economic “substance”. It may also reflect the 
view that accounting is intrinsically an exercise 
in subjective calculation. In this. version of 
adversary accounting, the subjectivity and crea- 
tivity involved in accounting are treated in an 
adversarial situation as opportunities for chal- 
lenge. In both cases} though, accounting informa- 
tion is used to support one’s own position. In a 
way similar to the lawyer advocate in the 
adversary legal system, where evidence is 
presented, examined and cross-examined and 
arguments are used in a partisan way in the 
interests of the client, accounting figures are 
constructed, deconstructed and used by con- 
flicting interests in the struggle for economic 
ascendancy. 

“Partisan” accounting has also been a concern 
of “radical” accountants, but in a very different 
sense. Many have expressed the view that 
accountancy is a tool of the capitalist economic 
system and claim that accountants have been 
“highly partisan” as regards major social struggles 
and conflicts (Tinker et al., 1982, p. 167; see 
also Tinker, 1985, 1991).> Thus, Tinker sees 
accountants as. “arbiters of social conflict, as 
architects of unequal exchanges, as instruments 
of alienation, and as accomplices in the expro-. 
priation of the life experiences of others” 
(Tinker, 1985, p. xvi). In short, accounting is 
seen as “capitalism’s prime adjudicator in social 
conflict” (Tinker, 1985, p. 205). 

This paper illustrates the concept and implica: 
tions of adversary accounting in the context 
of “intra-capital” disputes, where accounting 
information and techniques are used by com- 
peting managément teams. More tantalisingly, 
perhaps, we also explore the use of financial 


information in the context of “capitallabour” 
conflicts. Drawing on pilot research, the paper 
raises questions about whether accounting 
techniques and information are necessarily 
“capitalist” tools or whether they are instru- 
ments and materials available to anyone with 
the will, skill and access to turn them in some 
way to their advantage. Indeed, might the 
natural adversaries of capital even have some 
structural advantages in the adversary accounting 
context?’ 

These questions are not merely of academic 
interest. Proposals to enhance the legal frame- 
work regulating disclosure of financial informa- 
tion, together with changes in industrial relations 
practices, also make trade union uses of financial 
information disclosure a practical issue for the 
1990s. 


ADVERSARY ACCOUNTING 


More and more, firms of accountants are being 
brought in to assess financial reports audited and 
passed by other firms, as in the 1989 takeover 
bid in the U.K. by. Elders IXL for Scottish and 
Newcastle Breweries. Arthur Young was called 
in to comment on Elders’ treatment of convertible 
bonds, that is, bonds with an option to convert 
to equity. Elders had treated them as equity, 
thus boosting its balance sheet. Arthur Young 
took the view that for the moment the bonds 
constituted interest-bearing debt so that it 
would be more prudent to regard them as 
borrowings. 

The growth in the number and size of 
takeovers, leveraged buy-outs and so forth in 
the 1980s created an environment in which 
there was a lucrative market for accountants to 
provide alternative views of the bidding party’s 
financial status on behalf of the defending 
Management. Coopers and Lybrand claimed in 


3 A “socialist” view of accountancy would endorse Tinker: “Accountancy exists within certain social relations of power 
and cannot be neutral ... Corporate reports reinforce patterns of inequality ... The accounting ideologies affect all aspects 
of corporate operations”: submission by Austin Mitchell, Jim Cousins and Prem Sikka to the Cadbury Committee on 
Corporate Governance reported in Accountancy (February 1992). 
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1987 to have been involved in two-thirds of all 
hostile bids in the U.K. over the previous 15 
months. Adversary accounting is a major source 
of business. Lonrho’s much-publicised attack on 
its temporary predator, Bond Corporation, is 
perhaps the most obvious example. A vehement 
public campaign was waged by Lonrho casting 
doubt on the financial viability and the accounting 
figures of Bond. Many analysts and Bond him- 
self point to the 93-page document widely 
circulated by Lonrho, which labelled the Bond 
Corporation “technically insolvent”, as the 
crucial trigger in a worldwide loss of confidence 
in the Corporation which culminated in the 
report in 1989 of record losses for an Australian 
company (Aus $980 million (£472 million)) 
and the longest auditor’s qualification applied to 
a major corporation (see generally, Barry, 
1990). 

Lonrho’s own accounting policies were 
attacked by the House of Fraser in a letter to 
the London Stock Exchange in 1988 and 
publicised generally in the media. This alleged 
Lonrho’s 1986 accounts “give a misleading 
impression of the earnings and underlying 
trading performance of the group; do not make 
clear that dividends may effectively (at least it 
seems to us) to have been paid out of capital; 
and contain valuations of assets on bases which 
are not adequately explained or disclosed, are 
possibly inappropriate and seem not to be fully 
realisable”.4 Subsequently, Lonrho itself launched 
a further attack, this time on the Fayed family 
who had successfully taken over the House of 

_Fraser group, including the department store 
Harrods. A 94-page assessment of the consolid- 
ated personal and commercial interests of the 
family was sent to the Bank of England 
(regulatory authority of the Harrods Bank) and 
the Fayeds’ main creditors. This concluded that 
the financial position of the Fayeds was “critical 
and possibly terminal” (Sunday Times, 23 
September 1990). At least 28,000 copies of 
another report, “A Hero from Zero: The Story 
of Kleinwort Benson and Mohamed Fayed”, 


1 Letter to Stock Exchange (24 June 1988).. 


were sent out presenting Lonrho’s account of the 
takeover of Harrods ({ndependent, 8 November 
1988). 

More recently still, the British firm Racal 
Electronics responded: to Williams’ £634 million 
bid by attacking Williams’ profit record on the 
basis that it “relied on acquisitions for most 
of its profit growth and utilised some of the 
City’s least conservative accounting practices” 
(Financial Times, 29 November 1991). Racal 
alleged that, although many conglomerates such 
as Hanson account for acquisitions in a way 
which hides their true impact on the balance 
sheet, Williams discloses even less information 
on its post-acquisition accounting, masking the 
extent to which costs have been charged against 
profits, making it difficult to assess whether 
individual disposals are profitable, and allowing 
a profit to be shown on disposal even if a 
business was sold for less than the conglomerate 
paid for it. 

The profession, in its self-regulatory role, has 
not taken a strong line against adversary 
accounting. When Pilkington, threatened with 
a takeover bid from BTR, hired Price Waterhouse 
to look critically at BTR’s past record, the firm 
concluded that BTR’s growth was fictitious, its 
management record less glowing than BTR 
would claim. It engaged in adversarial accounting. 
The profession expressed its concern over this. 
The firm was reprimanded. Yet it later won its 
appeal against the decisión. Likewise, when the 
Institute of Chartered Accountants of England 
and Wales set up a working party in 1988 to 
look into the role of accountants as financial 
advisers attacking the auditing work of other 
firms, its recommendations were merely that a 
firm should not advise on takeovers if it 
happened to audit both the bidder and the 
defending company. There was a less than happy 
response to even this; Deloittes, for example, 
complained that it was restraint of business. 
After further discussion with the big accounting 
firms, the ICAEW capitulated by agreeing the 
rule was a little heavy handed and promising to 
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review it. They also agreed that firms could 
ignore the recommendation if they wished but 
the onus would fall on the firm to prove it had 
acted independently. This is hardly taking a 
strong line. More important, however, is the fact 
that there was no fundamental embargo threat- 
ened on the practice of adversary accounting 
per se. Indeed, in 1991, BTR accounting policies 
again came under attack from another of its target 
companies, Hawker Siddeley, who reportedly 
claimed that BTR’s acquisition policies bolstered 
its financial record and that its accounting 
practices had been changed to convenient effect 
(The Times, 25 October 1991). 

Adversary accounting raises several important 
questions. From the perspective of the profes- 
sion, it could be seen, like opinion-shopping,® 
as damaging the profession’s image. The reality 
of adversary accounting demonstrates only too 
clearly the lack of consensus involved in 
accounting. This is all the more damaging when 
firms operate according to one interpretation of 
the rules for their clients and another for their 
clients’ adversaries. Arthur Anderson, financial 
adviser to Scottish and Newcastle Breweries 
during Elders’ takeover bid, took the view that 
Elders should have consolidated all its sub- 
sidiaries. On the same issue in relation to its 
client, Next, the firm took the opposite view. 
Coopers and Lybrand has been quoted as saying 
it is quite acceptable to take a client’s side in a 
hostile takeover bid; this does not impair 
objectivity or independence so long as the view 
taken is within the accounting rules. This in turn 
highlights problems in accounting rules them- 
selves — their flexibility and the scope they 
provide for manipulation and avoidance. These 
are policy issues currently causing major 


headaches for regulators (see ASC, 1990). But 
adversary accounting also raises analytical 
issues on how accounting rules can be used, for 
what purposes and by whom. 

The examples of adversary accounting noted 
above all relate to intracapital conflicts, that is 
to say, conflicts between disputing companies 
and managements. In this context, it underlines 
the conflicts and paradoxes within both capital 
and accounting. Neither can be treated as a 
simple monolithic concept. That accounting 
techniques can be used by one capitalist interest 
against another does not, however, challenge 
the fundamental conceptualization of accounting 
as a capitalist tool. Competition is after all 
exactly what one would expect in a capitalist 
economy. Competitive use of accounting tech- 
niques is just one more manifestation of this.® 

More interesting questions are, however, sug- 
gested by the potential of adversary accounting 
for wider social conflicts, such as capitalabour 
conflicts. Management, of course, regularly use 
accounting information against labour suggesting 
again the role of accounting as a capitalist tool. 
But what of the use of accounting techniques 
and financial information by labour against 
management? That is the issue we explore in 
this paper. Are the techniques of strategic and 
adversary accounting necessarily confined to 
the world of capital versus capital or are they 
also employed in the conflict between capital 
and labour? Are financial. information and 
accounting techniques used strategically by 
trade unions? Do employees exercise the 
techniques of adversary accounting against 
management too? What are the implications 
for the ideological labelling of accounting 
information? 


5 The latest “missive” from the accounting authorities comes from the joint ethics committee of the three main institutes 
of chartered accountants, under pressure from the Department of Trade and Industry. In a consultation paper, the committee 
proposes changes in audit “opinion-shopping” — the practice of a company reacting to its auditors’ intransigence in some 
area of policy by asking other anditors for a second opinion. The idea is to set one auditing firm’s policy against another 
and, by pressure, get its way (Tbe Times, 30 January 1992). The proposed rule will prohibit audit firms giving a second 
opinion or providing the advice without informing the company’s existing auditor. 


© On this general theme, see McBarnet & Whelan (1992c). 
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THE CONTEXT: TRADE UNIONS AND 
FINANCIAL INFORMATION 


Since 1975, recognised union representatives 
in the UK. have-been able to require an 
employer to provide information for collective 
bargaining purposes (under the Employment 
Protection Act, 1975, sections 17—21 and ACAS 
Code of Practice, 1977). These rights may be 
strengthened in the future, in accordance with 
the wider purposes of disclosure contained in 
the European Community Directive on which 
they are based, as courts adopt a “purposive” 
approach to their interpretation (Hepple & Byre, 
1989). In addition, current legal proposals (re- 
viewed in the final part of this paper) will increase 
employees’ rights to financial information. 

Information for disclosure to employees was a 
matter of public policy debate in the 1960s and 
1970s (Jenkins Committee, 1962; Wedderburn, 
1965; Donovan Report, 1968; ASSC, 1975; the 
Hundred Group 1976; see Weston, 1992; 
Brignall, 1979; Parker, 1988), and the policy 
debate spawned a number of studies in the 
1970s and 1980s on the value to employees of 
a legal right to corporate financial information. 
This research identified a host of specific problems 
in the use of information by trade unions.’ With 
very few exceptions the message was scepticism 
— a scepticism stemming from three general 
‘concerns. The first concerned access to adequate 
information; the second related to the skill of 
trade union representatives; the third to the 
ideological will of trade union members. 


There was a suspicion that more information 
could not be used well; that trade union 
representatives lacked the skill to deal with it 
— especially since more information would not 
necessarily be more reliable information given 
the subjectivity and technical creativity widely 
recognised as involved in accounting. There was 
also an assumption that trade unionists lacked 
the ideological will to deal with what were seen 
a5 management tools and management criteria, 
that they objected in principle to using them — 
or, the message was, that they should object, 
since in using financial information they ran the 
risk of ideological incorporation (Ogden & 
Bougen, 1985). This was not simply because 
corporate information and accounts, even audited 
accounts, are very much management's figures. 
More fundamentally, accounting itself is some- 
times seen as intrinsically capitalist, geared to 
the values of the “bottom line” rather than to 
any wider criteria of “social accounting” or corp- 
orate “social responsibility” (Hopt & Teubner, 
1985). It has therefore been suggested that 
unions can only work with alternative criteria of 
accounting (Ogden & Bougen, 1985). In the 
world of industrial relations, and the world of 
critical accounting, corporate financial informa- 
tion may therefore be dismissed as of little feasible 
use for employee or union ends — there is 
little of any significance to gain -——- and as 
ideologically misplaced. In short, in the words 
of the union leader Clive Jenkins, published 
reports and accounts are “utterly and absolutely 
useless” & 


7 See, generally, Weston (1992). Access to reliable information was highlighted as a problem in the work of Cooper & 
Essex (1977), Palmer (1977), Pope & Peel (1981), Foley & Maunders (1977) and Gold et al. (1979). The Hmited ability 
of emplovees to cope with sophisticated financial information was focused on by Craft (1981) and Reeves & McGovern 
(1981). Union mistrust of management information comes out in Reeves & McGovern and in Knights & Collinson (1987). 
Unions are seen as not trying to acquire information (Jackson-Cox et al, 1984), and as showing a distinct lack of interest 
in information that is disclosed, such as employee reports (Hussey & Marsh, 1983). They are also described as providing 
very limked research and educational facilities (Foley & Maunders, 1977), while union structures have been seen as 
imposing constraints in the potential use of such financial information as is attained (Gold et al, 1979; Moore & Levie, 
1981). Union potitical mistrust of invotvement in accounting arguments more generally was reflected in the findings of 
Jackson-Cox ef al. (1984) and Gold et al. (1979) on fears of being sucked into management, of Tolliday (1985) on fears 


that disclosure might be used as part of management strategy. 


8 Quoted in Bryer et al. (1984, p. 28). 
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The issue of will is fundamental The ideological 
issue it raises takes us to the basic structure of 
class and industrial relations, and the structural 
limitations of negotiations, however based. 
Power struggles between capital and labour are 
obviousły based on much deeper structural 
roots than accounting figures. (Indeed, only an 
accountant could see accounting as “capitalism’s 
prime adjudicator in social conflict”; Tinker, 
1985, p. 205.) In capital-tlabour conflicts, 
industrial action and the exercise of manage- 
ment prerogatives are unlikely to be replaced 
by debates over accounting policies. 

In leaping to the conclusion that financial 
information must therefore be rejected, there 
may, however, be some danger of the baby being 
thrown out with the ideological bathwater. The 
polar opposites of capitalist and social accounting 
may conceal a middle ground of strategic and 
adversary accounting, with scope for use with- 
out ideological incorporation. Sophisticated 
financial instruments, and accounting tools — 
normally associated only with the operation of 
high finance — have recently been used by 
mainly Labour-controlled local authorities to 
circumvent Conservative central government 
public spending restrictions and raise money, 
demonstrating an'“unexpected alliance” (Clark 
& Cochrane, 1988. See also Boddy & Fudge, 
1984) in the use of “capitalist” instruments by 
groups of a quite different ideological disposition, 
and for community welfare rather than private 
profit. The ingredients required for success were 
more than an ideological neutrality and the 
availability of sufficient resources; they included 
a willingness to allocate those resources to 
accounting techniques in order to achieve 
specific goals. Are similar strategies employed 
in the conflicts between capital and labour? Are 
accounting techniques and financial information 
necessarily management tools, or can they also 
be used by employees? If they are tools of value 
to management, can the unions gain by chal- 
lenging them? Can accounting be. used by 
employees in their own interests? 


? TGWU, GMB, EEPTU, USDAW, APEX, AUEW, MSF, GFTU. 


TRADE UNION USE OF FINANCIAL 
INFORMATION: A PILOT STUDY 


Financial information on companies is generally 
provided to labour through the research depart- 
ments of trade union headquarters. On request 
from local trade union officials, research officers 
instigate investigation at various levels of 
sophistication from simple reporting of and 
commentary on information in annual accounts 
to full-blown reports by management consultants 
or the Trade Union Research Unit at Ruskin 
College, Oxford (TURU). Our interest lay in the 
extent to which financial information was 
sought, for what purposes, and how it was used, 
not just at times of major crises, for example 
in the context of particular trade disputes 
(particularly the miners’ strike 1984—1985: 
Berry et al., 1988; Cooper & Hopper, 1988; 
Glyn, 1988; Brignall & Fitzgerald, 1989) and 
industries (such as steel: Bryer et al., 1982), but 
on a more mundane and routine level. 

For this small pilot study our strategy was to 
interview senior personnel at the TUC on 
general policy, research officers at eight trade 
unions, including white and blue collar, craft 
and general unions,” personnel at TURU and the 
Labour Research Department, and a sample of 
those initiating requests for financial informa- 
tion. The TGWU was selected as the central 
focus of the research, with four national officers, 
three regional officers and six district officers 
being interviewed, participant observation con- 
ducted in its research office, and requests for 
financial information monitored and analysed. 
Since the requests did not necessarily contain 
adequate information on the purposes for which 
financial information was being requested, we 
also carred out interviews with some of those 
initiating the requests on why the information 
was solicited and how it was used, so producing 
some 24 cases of trade union use of financial 
information. 

In addition, participant observation was con- 


‘ducted at a course on accounting, company law 
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and financial information for trade unionists, run 
by TURU, and interviews conducted with those 
attending at the beginning and end of the course. 
This was pilot work only. It was not based on a 
random sample and the cases were drawn only 
from those who actively use corporate financial 
information, not from those who do not. It did 
not include management perspectives and it 
could not claim to assess the impact or 
effectiveness of the use of financial information, 
being short term and based only on interviews 
(at the time of our research, unions kept few 
records and there was no feedback to union 
headquarters on effectiveness). But it has 
provided some empirical grounding for the 
concepts suggested in this paper as models for 
further research. 

It is worth noting the volume of requests for 
financial information received from local trade 
unionists, Statistics were kept by only one of the 
trade unions researched, the GMB, which 
recorded 160 requests that quarter. Requests 
for financial information were not retained or 
archived at the TGWU; our central research 
focus, but during our period of participant 
observation 35 to 40 requests were processed 
per week and this was confirmed by the research 
officers as a normal rate. The Labour Research 
Department recorded 955 enquiries in 1987 
and, in interview, reported a 50% increase in 
demand for their information service since 
1980. Their own assessment of the reason for 
the increase was partly increased awareness of 
the service, but they also specifically mentioned 
a stimulus to demand from privatisation, with 
requests for information on private companies 
tendering for public service contracts. Public 
sector -unions also reported that they were 
extending their research facilities to collect and 
analyse information on companies competing 
for public service contracts, and expanding 
their educational facilities on use of financial 
information. . 

There is then demand from grassroots level 
for financial information, despite the message of 
much earlier literature. How is this information 
used? According to our pilot study, trade unions 
use financial information for a range of purposes, 


some more predictable than others: for wage 
bargaining, for negotiation in takeover and 
merger situations, in relation to closure or 
redundancy proposals, to argue the ability of 
management to improve health and safety 
conditions; they use it to negotiate over profit- 
related pay and in arguing against tenders for 
public contracts; they use it for recruitment 
campaigns and in wider propaganda battles with 
the public or in the political arena more 
generally. Does using financial information 
necessarily involve ideological incorporation? 
Does it necessarily mean playing the game by 
management rules? 


CONSENSUAL USE OF FINANCIAL 
INFORMATION 


Ideological incorporation may be the result 
of using financial information. In Cases 6 and 8, 
both involving threatened closures, manage- 
ment consultants were commissioned by trade 
unions and local authorities to assess the 
strategic, operational and financial bases of the 
proposed changes, and to review alternative 
opportunities for the threatened sites. The first 
case came out in favour of the strategy adopted 
by management and concluded that no alter- 
native was viable. Although the report in the 
second case put forward seven proposals to 
reduce job losses, it also confirmed the need to 
reduce labour costs and increase productivity 
dramatically, concluding that on the information 
supplied, major rationalisation was essential. 

This last point is significant since in fact 
management in’ Case 8 did not supply all the 
information requested, on the grounds that it 
might be helpful to competitors and damaging 
to the company’s interests. The consultants, 
while understanding their reluctance to dis- 
close, pointed out that the lack of this informa- 
tion constrained their ability to carry out a 
reliable quantitative assessment of key elements 
in manufacturing strategy. In Case 6, manage- 
ment information was simply accepted without 
questioning of its accounting policies. There 
were limitations in the information supplied to 


the consultants, and in what they could do with 
it. But the pitfalls of using financial information 
are none-the-less underlined. If information is 
treated as objective, or if, through lack of 
opportunity to probe deeper, it has to be treated 
as objective — hence the arguments in some 
studies for access to “raw” information rather 
than that processed by management (Foley & 
Maunders, 1977) —-it becomes difficult to resist; 
if endorsed by independent consultants, perhaps 
impossible.!° 

Where it is the union which provides the 
analysis, relying too heavily and “objectively” 
on financial information from company sources 
may also prove a dangerous approach. This 
occurred in Case 5 involving a takeover where 
the workforce, despite management assurances, 
feared redundancies would result. They informed 
union officials who carried out a search on the 
company and on the acquiring group. Union 
research in this case consisted only of “objec- 
tive” use of annual and consolidated group 
accounts with a review of press commentaries. 
It concluded that the acquiring group was 
expanding its operations and that the capacity 
of the acquired plant was necessary for this 
expansion. The report concluded that the 
capital equipment within the company being 
taken over was superior to other plants within 
the acquiring group,.so that major job losses 
were not envisaged. In short, the report 
confirmed management's initial statements and 
reassured the stewards and the workforce on 
the prospects after the takeover. In this case it 
might be simply that management predictions 
were correct and the union correct to endorse 
them. It might also be the case that using 
management financial information “objectively” 
was simply not enough to spot the problem 
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areas. Yet if the management conçlusion is 
endorsed in this way by the union, manage- 
ment’s position is powerfully enhanced. 

Using financial information consensually can 
thus cause problems. Using consultants as 
independent judges, or using financial figures as 
objective statements — reifying them — can 
lead to a one-way route going against one’s own 
interests.*? 


STRATEGIC USE OF FINANCIAL ~ 
INFORMATION 


Using financial information strategically is 
different. This does not imply acceptance of the 
objectivity of management figures, consensus 
with management goals or commitment to play- 
ing the game by management rules. Approaches 
to the use of financial information may be much 
more complex than simple conflict or consensus 
models or images of “instruments of alienation” 
(Tinker, 1985, p. xvi) would suggest. 

Sometimes information is taken at face value 
and used. as though objective. Different values 
and goals may be enough to make the informa- 
tion in its own terms of value. For union 
purposes the information as presented can be 
extremely useful. Part of the “power game” 
involves the weapon of bluff, and accounting 
information can be used to cali management’s 
bluff Case 4 involved a household name 
engineering company which had claimed for 
several years that its profits had been modest 
and that prospects were not bright due to severe 
competition. In 1989 it also claimed, in refusing 
shop stewards’ request to see the accounts, that 
individual accounts were not produced but 
were consolidated into group accounts. The 


t 


10 Amernic (1985), in an attempt to assess the role that accounting information played in the negotiations between a not- 
for-profit organization and its professional employees’ association, concluded that published, audited financial statements 
have an aura of authoritativeness and therefore unions are automatically put on the defensive to show how the statements 


_are inappropriate for bargaining. 


1 See also Bougeti et al. (1990, pp. 155-157) on the role of accountants as arbitrators in the nineteenth-century trade 
disputes as “itnpartial intermediaries who confirmed the accuracy of potentially contentious data whilst maintaining its 
confidentiality, as legitimators of unpalatable outcomes, and as clarifiers of a complex and contingent reality” (p. 166). 
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district union official was asked by the senior 
steward to check the position. When confronted 
with the official’s discovery that the company 
did (in compliance with law) produce its own 
separate accounts and that the company had, on 
the basis of the information disclosed, been 
doing very well for the past few years, manage- 
ment replied that the information was totally 
misleading, was strictly confidential and had 
been obtained illegally. A letter to this effect was 
sent by management to all employees. In 
response, the union official also drafted a letter 
to all members confirming both the validity and 
the legality of the information disclosed. Full 
published accounts were supplied to confirm 
this. 

The outcome of the case was that the 
workforce became convinced that the company 
was able to pay a higher settlement and that in 
previous years they had been tricked into 
believing management's financial arguments. An 
offer was obtained which did satisfy the work- 
force. In Case 18, too, the union circulated a 
leaflet on financial information to counter 
management “propaganda” already distributed 
to the workforce. Financial information can thus 
be used by the union for a variety of purposes 
— challenging management, calling their bluff 
and persuading membership. 

Accounting information might be used as it 
stands in other ways, for example, where 
membership could be galvanised into support 
for a pay claim by publicising information from 
the accounts on directors’ remuneration or 
dividends, or where a pay claim could be 
supported by pointing to a rise in sales figures 
or productivity. One union we studied provided 
a breakdown of accounting information into 
categories conducive to such purposes — 
increase in sales, increase in profits, increase in 
directors’ remuneration, the highest paid direc- 
tor and equivalent weekly pay, employees’ 
average pay and political donations. A Labour 
Research survey (Independent, 5 October 1990) 
showed 26 directors receiving more than £1 
million in dividends, including Robert Maxwell 
(£24.7 million), Asil Nadir (47.6 million) and 
George Walker (£1.8 million). This kind of 


information, revealed in accounts, provides 
ammunition for strategic uses by unions, including 
union “propaganda”. Using figures in this way 
might mean accounts are seen as objectively 
accurate, rather than constructs of management 
or accounting policies; but it need. not imply 
consensual use; different values and goals may 
be enough to make the information, in its own 
terms, of value. But using financial information 
might also simply indicate strategic use of 
figures as though objective. In short, even where 
union officials are cynical about the reliability 
of management figures per se, they do not 
necessarily dismiss them but may use them 
Strategically when the figures are persuasive or 
useful as they stand. 

In wage bargaining negotiators have tradition- 
ally based their claims on the retail price index, 
comparability with workers in the same industry 
and profitability (Cooper & Essex, 1977). Some 
of those interviewed continued to do this but 
with company financial information in reserve 
to be used only if raised by management. 
However, other negotiators led their cases with 
corporate financial information — published 
company profits, increases in productivity, 
retur on capital employed — and supplemented 
this with comparability and the RPL Sometimes 
company specific financial information was 
necessary even to make the best case on 
comparability grounds. In Case 9, involving a 
supermarket group, the union official responsible 
for wage negotiations used information based on 
the company’s annual report, the employee’s 
report and the annual reports of the company’s 
main rivals in order to argue that the company 
was in a financially healthy state and could afford 
a pay rise, and that a pay rise was due since pay 
and conditions were worse in this company 
despite the fact that employee productivity was 
higher than in rival companies. 

Some negotiating teams reviewed company 
financial information to assess which strategy to 
adopt. If the company was presenting itself in 
its published accounts as profitable and paying 
good dividends with increases in sales, the first 
line of argument would be to draw attention to 
this. If the company was in difficulty the 
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arguments would centre on comparability and 
inflation. 

In short, corporate financial information can 
be used selectively and strategically. If it does 
not support the union case it can be ignored in 
the presentation of a case, while at the same 
time officials are forearmed if management use 
the information against a claim. If it can be used 
to support the union case it might well become 
the lead argument. 

Another tack is also possible. If the company 
is presenting itself. in an unfavourable light in 
its accounts, the negotiating team can attempt 
to establish why this is the case, taking a 
debunking line and looking through the figures 
in a more adversarial way. Here it is not 
accounting information alone which is required 
but accounting information subjected to advers- 
arial use of accounting techniques. Financial 
information can by this means be not simply 
used but deconstructed and reconstructed to 
serve a different purpose (Foley & Maunders, 
1977). 


NATURAL ADVERSARIES AND ADVERSARY 
ACCOUNTING 


One basic theme in the rejection of financial 
information for trade unions has been the 
underlying model in industrial relations of 
management and workforce as adversaries 
(Ogden & Bougen, 1985). Authors have been 
criticised for paying “insufficient attention to 
the conflicts of interest that divide the negotiating. 
parties” (Bougen ef al., 1990, p. 150). Yet the 
concept of adversary accounting suggests that 
accounting does not require consensus of 
interest or assumption to be of value, that it can 
also be a valuable tool for conflicting interests. 
The very creativity of accounting, which makes 
trade unionists suspicious of it, may be turned 
to advantage if the creativity of the opponent is 
exposed or if creativity can be used to the 
challenger’s advantage. In short, suspicion of 
management figures, and lack of ideological will 
to accept them may be turned to. pragmatic 
advantage by looking through the figures and 


exposing them. The model of management and 
labour as natural adversaries may be less an 
argument for scorning management figures and 
more an argument for challenging them through 
adversary accounting. 

In effect there are two main lines of challenge. 
The first involves challenging the decisions 
based on financial information; the second 
involves challenging the accounting basis of the 
information, challenging the figures themselves, 
that is, the evidence on which the decisions are 
said to be based. This might be’ followed by 
reconstructing the figures using different policies 
and projections, to produce a different picture of 
the company’s financial position. In the latter 
case it is not necessary to adopt social accounting 
policies or values; challenge within the existing 
rules is sufficient (Foley & Maunders, 1977). 

Challenging the decisions is a natural route 
for natural adversaries. The simple reality of a 
conflict of assumptions and values between 
management figures prepared for the market, 
and union views on a just.distribution of reward 
can in itself be enough to make even published 
figures useful in industrial negotiation, as we 
have already seen. High profits in accounts 
constructed for the market become useful fuel 
in the battle for higher wages or better 
conditions, even improved health and safety 
conditions, as Case 3 illustrated. Here, manage- 
ment’s claim that their current financial standing 
constrained their ability to improve health and 
safety conditions in the factory was questioned 
after an analysis of the previous five years’ annual 
accounts indicated that the company was viable 
and had paid out “good” dividends to share- 
holders during that period. The day before 
meeting management to discuss a report from 
the union’s health and safety official, the union 
circulated to all employees a financial sum- 
mary which highlighted the company’s financial 
viability. Presented with the health and safety 
report and the financial argument, management 
agreed to capital expenditure “to put their 
house in order”. In other words, the bottom line 
could be accepted but the distributive policies 
involved in what was then done with the profits 
challenged with different goals in mind. Thus 
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the distribution of dividends might be challenged 
when redundancies were proposed. In Case 13 
the practice of deducting 60% of pre-tax profit 
as a dividend to the holding company was 
challenged by TURU, who had been commis- 
sioned by the union to assess management 
arguments for cuts in manning to achieve cost 
reductions. This in turn led to alternative 
projections based on a reduced dividend arid 
the argument by TURU that the financial case 
for radical cuts in manning costs was not in fact 
compelling. 

Challenging the figures requires bringing the 
constructed nature of accounts to the fore. The 
TUC has referred to the need to increase 
awareness of the creativity of accounting. In its 
Economic Committee memorandum in response 
to the government’s consultation paper on 
profit-related pay it stated that profit-sharing 
schemes are subject to abuse, for example 
where profits are manipulated to influence 
merger and takeover prospects (TUC Economic 
Committee, 1986, p. 13). They cited the 
unsuccessful takeover bid by Midland Bank 
Group for the American Crocker Bank, which 
would have depressed profits for a number of 
years “regardless of the performance or motiva- 
tion of employees”, and also the financial 
“dressing up” of British Airways to allow for 
privatisation, through halving the “operating 
surplus”, on which the pay-out was based, by 
provision for bad debts. In its guidelines on 
profit-related pay for negotiators the TUC warns 
in addition of “adjustments for interest costs, 
tax, extraordinary items, research and develop- 
ment, redundancies etc” (TUC, 1987, p. 4). 

Awareness of distorting devices at local level 
too was referred to by the TUC Economic 
Committee in relation to profit-sharing schemes. 
It was claimed that many employees in existing 
profit-sharing schemes feel that profits are 
manipulated, particularly in large groups or in 
multinational companies with opportunities for 
transfer pricing (TUC Economic Committee, 
1986, p. 12). They cited as an example the 
employees of Boots, which operates a scheme 
where 8% of U.K. trading profit is distributed as 
a profit-sharing bonus. Employees felt that 


international profits ought to be included in the 
profit definition because of the contribution of 
U.K. resources in generating them (particularly 
research). The Economic Committee stated that 
this position is aggravated by the suspicion that 
the profits of international subsidiaries are 
manipulated such that U.K. profit does not 
accurately reflect U.K. trading performance. 

Many of those we interviewed, as might be 
expected in a sample based on those actively 
using financial information, were conscious of 
the creativity of accounting and sought to use 
it to debunk management figures.. There was 
awareness that, for example, a plant targeted for 
closure could be made to look unprofitable 
through transfer pricing or high management 
charges, and that such practices could push local 
management into seeking reductions in costs as 
a result of corporate strategies over which they 
have no control. 

Challenging the figures might involve chal- 
lenging the policies contained in the accounts, 
for example overhead charges from a head office 
or holding company. In Case 12, again where 
redundancies were proposed, a change from no 
allocation for office charges to an introduction 
of charges of £1.3 million prompted union 
challenge of the basis of the new charge. In Case 
23, internal pricing policies were picked out as 
diverting profits from one company in a group 
to another. 

Examples of adversary accounting can be 
found in other studies (Cooper & Hopper, 
1988). Bougen & Ogden (1990) documented 
the experience in the Hans Renold company of 
joint consultation and described the growing 
skill of worker representatives in questioning 
management information (see also Bougen et 
al., 1988). The authors described a profit- 
sharing scheme which was introduced based 
upon a sophisticated budgetary and standard 
costing control system. They highlighted the 
fact that the workers’ representatives did not 
blindly consume the information provided by 
management, but critically questioned it. When 
the accounting interpretation of performance 
was at odds with the employees’ own perceptions 
of affairs, they were quick to draw attention to 
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the inconsistency. The representatives also 
developed their expertise through the operation 
of the ‘scheme. As a result they were able to 
identify when the adoption of one accounting 
convention rather than another worked against 
- the employees’ interests in profit measurement. 
With this knowledge they were able to raise 
complex accounting problems which even now 
concern the accounting profession as a whole, 
and to challenge management’s valuation, for 
example, of assets in order to calculate the 
capital-.employed for the wages: of capital 
charged.. Management had consistently disclosed 
sales and sale pricés achieved by subsidiaries in 
overseas markets. With the depressed domestic 
market, management launched a major overseas 
marketing campaign which involved reducing 
the selling prices to overseas subsidiaries and 
markets as a way of stimulating demand. The 
employee representatives were quick to realise 
that selling the goods at less than the standard 
selling price undermined their profit-sharing 
scheme and enhanced the profits of the sub- 
sidiaries. Challenging management on this issue 
resulted in a proportion of.the overseas profits 
being brought into the profit-sharing scheme for. 
distribution purposes. ` 

. The potential usefulness of adversary account- 
ing for trade unions is also demonstrated by the 
study. by Bryer et al. (1982) of the British Steel 
Corporation. This highlighted the way in which 
bad planning, mismanagement and the future 
potential of the company were all ‘heavily 
disguised by the accountancy practices used by 
the corporation. These helped to justify the plant 


closures that took place. Adversary accounting: 


might have provided a tool to challenge this 
justification, but at national level, the accounting 
figures were treated by the union as objective. 


INSIDE INFORMATION 


Bryer et al. have argued that “only the 
commitment to use financial information is 
required for trade unionists to become as well- 
informed as investors” (1984, p. 28). From our 
research on corporate finance and financial 
information,!? we would respond ‘that this 
would be a very limited goal. Even ‘the large 
institutional shareholders, let alone the small 
ones, are not necessarily well informed about 
the companies they invest in. On the contrary, 
in countries like the U.K., management figures 
and financing devices ‘can be used not'so much 
to manipulate the workforce as to manage the 
financial market. Indeed, employees. might 
sometimes be in.a stronger position for looking 
through management figures than are share- 
holders, for several reasons. First, as -noted 
above, the employee suspicion of management 
figures so well documented in industrial relations 
literature may be seen as a position of advantage. 
The very divisiveness of the management— 
labour relationship may in fact put workers at 
an advantage over shareholders, at least to the 
perhaps limited (and decreasing)'* extent to 
which the latter see their interests as coterminous 
with management. Second, where employees 
are organised, their ‘more organised response 
and collective.industrial muscle may make them 
stronger too, at least in comparison with personal 
(as opposed to institutional) shareholders. 

Third, employees. have special rights in 
relation to corporate information. One of the 
problems in using financial information is the- 
invisibility of many of the building blocks used 
in constructing the figures. Management is very 
much in control of the information game being 
played. But not entirely so. If information 


12 Research projects on-the regulation of accounting practices in the U.K., France and Germany, funded by the French 
Commissariat du Plan, and on the European Community and the harmonization of company law and accounting practices, 
funded by the European Commission. The projects involved interdisciplinary research combining sociological, legal and 


13 There is increasing concern over corporate governance and lack of adequate information for sharcholders, evidenced, 


for example, by the setting up of the Cadbury Committee. 


ADVERSARY ACCOUNTING 93 


requested by trade unions is withheld by 
management it may be possible to secure access 
to it via the Central Arbitration Committee 
under the Employment Protection Act, 1975.14 
For example, in Case 20 the union wished to 
obtain an annual report early so as to use 
up-to-date information in pay negotiations. 
According to trade union officials interviewed, 
management refused claiming that early publica- 
tion would prejudice its contract to. supply 
goods to a nationalised industry. The company 
argued that to disclose information relating to 
its pricing policy, which would have to include 
all cost information and also elements such as 
turnover and profit, might lead to the contractor 
seeking a reduction in the contract price and 
that this would amount to “substantial injury” 
under s. 18(1e) of the Act. The union, 
however, claimed successfully before the CAC 
that it needed the information for collective 
bargaining purposes. The CAC decided that the 
company should disclose to the trade union, 
from the accounts, gross profit as a percentage 
of sales and net profit as a percentage of sales. 
In Case 1, the union was given access on a CAC 
decision to information on pricing policies, 
which had been refused by management as 
commercially sensitive. The company was only 
breaking even and had secured. reduced over-. 
time .and higher productivity agreements in 
order to: keep the company viable in the face of 
fierce competition. Pricing information and a 
review of group accounts showing healthy 
profits and good dividends allowed for argu- 
ments on a change of pricing policy and some 
group support. l 

There is another route to: supplementary 
information, and indeed a fourth way in which 
employees are in a position of particular 
strength, and that is via their role as insiders. 
Those who have rejected the value to employees 
of financial information may have overlooked 


the fact that workers also have access to a degree 
of inside knowledge with which to prompt and 
feed adversarial challenge; and indeed, to smell 
a “rat” in “creative” accounts. 

“Insiders”, insider trading, inside information, 
are terms more usually associated with the 
world of finance and share dealing than with 
industrial relations. But workers have inside 
knowledge too, a point previous studies appear 
to have neglected. As insiders, they may be the 
first to spot problems in a company. Inside 
information may prompt questions by employees 
which shareholders or financial analysts could 
not identify. 

Information does not necessarily come from 
the top down. Several union officials inter- 
viewed indicated that discussions with shop 
stewards and sometimes with workers in sales 
or despatch would precede negotiations to 
provide a check on management information 
and assess the best route for negotiation. 
Negotiating teams frequently comprise union 
officials and shop stewards with inside know- 
ledge of the company’s operation. Internal 
pricing policies between companies in a group 
could depress profits at one centre while 
boosting another. Inside knowledge could be 
important in giving leads on internal policies of 
this sort. Insider knowledge at shopfloor level 
and local alerts and suspicions among the 
workforce itself also played a part in prompting 
the call for financial information and challenging 
it. Inside information ranged from rumour or 
gossip, reports in the local press, industry or 
some other grapevine to unusual events taking 
place in the company, often at production 
level. 

Employees leaving and not being replaced, 
stock being run down, sudden changes in 
production or stock levels can ring alarm bells. 


at: shopfloor level. Failure to replace wearing 
pment might draw attention to lack of 


M Under ss, 17-21 of the Act, recognised union representatives can request information for collective bargaining and in 
accordance with good industrial relations practice. If aa employer refuses, the union can refer the case to the CAC. The 
CAC may attempt to persuade the parties to agree. Failing that, it can make a declaration as to the information that the 
employer must disclose. See also ACAS Code of Practice (1977). 
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reinvestment as in Case 20, involving the sub- 
sidiary of a multinational corporation, prompting 
investigation into’ the possibility of closure. 
(Ultimately, production was transferred to a 
newly acquired undertaking with the loss of all 
jobs.) A rise in orders at a time of apparent low 
profitability, or an unexpected increase in shift 
working, as occurred in Case 1, involving the 
manufacturer of electrical goods, can trigger 
investigation. So can unusual changes in normal 
patterns. Case 2 concerned company A, whose 
product range was such that production was 
normally adjusted to meet seasonal demand. The 
workforce became concerned when production 
had not increased to meet the seasonal upturn 
in demand. The union investigated the annual 
accounts of both the company in question and 
its major rival. In the case of the latter the notes 
to the accounts indicated that expansion to the 
enterprise was sought. Contact was established 
with the shop stewards at the second company, 
company B. Discussions there revealed that the 
order book at B had recently increased and that 
the new orders were in fact those previously 
held by A. The workforce thus became alerted 
carly to a takeover which had not been 
announced but did in fact take place three 
months later. 

Local knowledge.of an increase or decrease 
in stock levels, of a fall-off or rise in overtime, 
comments made by customers to delivery 
drivers that they may be about to change 
supplier, a lack of “fit” between an. increase in 
round-the-clock shifts and profit figures may all 
stimulate a search for information or a direct 
inquiry to management. If the latter is unsatisfac- 
tory, there may be a request for central union 
help. Union officials also have local inside 
information. They can develop an understanding 
of the companies in which they operate over a 
long period of time. As a result, they can make 
an informed judgement as to whether the 
company is doing badly or not. 
` Inside information could come from networks 
beyond the plant or company as the co- 
operation indicated in the “seasonal” example 
above indicates. Networking is not necessarily 
confined to the “old boys” network of the 


financial world. Unions tendering for local 
authority services have been given “inside 
information” by sympathetic. councils about the 
financial claims and proposals of private sector 
competitors. In Case 1, where pricing policy was 
a key issue, the union official involved called on 
inside knowledge on pricing policy in other 
companies to support the union’s claim. Net- 
works may even operate internationally. In Case 
24, involving a multinatidnal car manufacturer, 
information was received from German trade 
unions obtained there through works councils 
operating under German worker participation 
laws. The information was then used to check 
information provided by management under the 
local information agreement. 

Accounting information is management con- 
trolled and full of “black holes”. Thus, it is 
frequently: difficult if not impossible to deter- 
mine the accuracy of figures presented. Indeed, 
many such figures may be no more than a 
subjective assessment of unquantifiable data. 
Although these shortcomings are well recog- 
nised by accountants and most analysts, they are 
difficult to overcome. Some have suggested that 
“the equivocal notion of truth can be exploited 
by [management] using claims to superior 
‘inside’ knowledge to which outsiders are not 
privy” (Brignall & Fitzgerald, 1989, p. 60). But 
inside knowledge can also fill out the raw 
financial data and alert the union to the black 
holes in the accounting information. In the 
context of financial decision-making, whether 
the issue is a takeover, a loan or an investment, 
information is power; the workers and their 
representatives may have significant informa- 
tion; the union researcher may be able to 
provide a professional analysis. In combination, 
an analysis of the financial health and perforin- 
ance of the company may be constructed which 
is more accurate than almost any other. As one 
senior research officer observed: “the union is 
a ‘human capital organisation’. Information is 
exchanged in corridors, over the telephone and 
other similar avenues about certain company 
moves, agreements, investments which is later 
translated into strategical information when used 
in negotiations by national and local officials”. 
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CONCLUSIONS 


The issues we have explored in this paper are 
more than academic. Trade union use of 
financial information has been placed on the 
agenda for the 1990s by developments in law 
and industrial relations practice. The European 
Commission plans to propose, as part of the 
Action Programme of the Social Charter, “appro- 
priate instruments to promote the information, 
consultation and participation of workers in com- 
panies with a European dimension” (European 
Commission, 1989, 1990).1° There is a Proposal 
for a Council Directive (1980), an Amended 
Proposal (1983) on information and consultation 
for employees of multinational corporations'® 
and revised proposals for a European Company 
Statute incorporating worker participation based 
on significant information and consultation 
rights.'” In addition, employee information and 
consultation procedures are included in pro- 


posed directives on part-time and temporary 
work (1990a, b), takeovers (1989) and works 
councils (1991). The declared goal is informa- 
tion disclosure in which employees “as integrated 
and full-fledged members of the enterprise, have 
a self-evident right to know; to be informed” 
(Blainpain, 1982, p. 212). 

What is more, in the 1990s, corporate 
financial information is becoming increasingly 
relevant to employees, with new developments 
in industry and industrial relations bringing 
accounting figures insidiously back on the 
agenda. The current trend towards decentralised 
bargaining units and profit centres makes 
company-specific and plant-specific bargaining 
more likely and indeed Milward & Stevens 
(1986), in their surveys of British workplace 
industrial relations in 1980 and 1984, noted a 
strong connection between plant-level pay bar- 
gaining and the use of disclosure provisions under 
the Employment Protection Act. Profit-related 


13 The Commission also proposes an instrument on equity-sharing and financial participation by workers in recognition 
of their “aspirations for .. . the financial equilibrium of the enterprise” (COM (91) 259 final of 3.9.91). The U.K. government 
has implemented most of the proposals brought forward under the Social Charter despite its refusal to adopt it. The 
government also insisted on the removal of the “Soctal Chapter” from the Political Union Treaty negotiated at the Maastricht 
European Summit in December 1991. This now forms a separate Protocol enabling the other member states to proceed 
with the Social Charter’s proposals. The issue of information and consultation of workers can be decided by qualified 
majority vote. It is assumed that work on the Soctal Charter will continue on the basis of trying to get full agreement by 
all 12 member states (ISEC/B1/92, 9 January 1992). = 


16 These go beyond disclosure for industrial relations purposes and focus on wider obligations of companies to disclose 
information, such as business forecasts, investment and employment prospects and possibly audited accounts. See Docksey 
(1986). 


17 Tn August 1989, the European Commission submitted a double proposal with two inseparable components: a regulation 
on the E company statute and a directive on the place of workers in the European company (COM (89) 268 final; 
OJ. No. C263, 16.10.89, p. 41 (regulation), p. 69 (directive)). In 1988, the TUC invited affiliated unions to respond to a 
five-point questionnaire on what a European Company Statute should provide for in terms of helping unions and their 
members. Of the 20 unions representing 6 million members who responded, 19 thought that the Statute ought to include 
provisicns for workers’ representatives to have first-hand access to company information — the same as management and 
shareholders. The other union, BACM, said that employee representatives required a different type of information from 
that needed by shareholders and management. See TUC, Economic Committee 2/4 (9 November 1988) Proposal for a 
European Company Statute. The approach of BACM has been expressly rejected by the ETUC in their detailed comments 
on the 1988 proposal for a European Company Statute: “The providing of ‘different information to shareholders’ 
representatives and workers’ representatives by the company management must be precluded. The right to inspect records 
and to supervise all transactions (the right to inspect the books, correspondence, records and documents of the company) 
and the obligation for the management board to report on all fundamental company decisions must be guaranteed as a 
minimum” (Memorandum of the European Trade Union Confederation, adopted 6-7.10.1988). 
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pay,!8 the introduction of employee share 
ownership plans, competitive tendering for 
public service contracts, the trend to takeovers 
and highly leveraged buyouts, the privatisation 
programme!® have all made company accounting 
figures a key issue in wages and jobs. New styles 
of “human resource management” have resulted 
in an increase of financial information to 
employees from management. 

In short, the developments of the 1990s 
will perforce make financial information and 
accounting figures a key issue in wages and jobs. 
The TUC has acknowledged that in the new 
structures being set up by the European 
Community and in the campaign to secure 
greater industrial democracy “trade unions will 
have to develop new skills in order to deal with 
questions .of investment, pricing and R & D 
policy and many other key issues which are 
decided at company board level” (TUC, 1988, 
p. 25). Likewise, although the TUC Economic 
Committee’s analysis of profit-related pay led 
them to conclude that the government’s pro- 
posals for cash-based profit sharing (H.M. 
Treasury, 1986) are unlikely to have the bene- 
ficial effects claimed by government, “nonethe- 
less, the growth of profit sharing suggests that 
the TUC may need to offer guidance to unions 
on how to approach the issue” (TUC Economic 
Committee, 1986, p. 18).?° 

One response to these developments would 
be to reject the very idea of labour using 
accounting information and techniques on 
ideological grounds. This small study has 


suggested the issue is more complex. This article 
has demonstrated some of the ways in which a 
Strategy of adversary accounting has been 
employed by trade unions as well as by.segments 
of capital. This raises questions about the claim 
that accounting techniques and information are 
necessarily capitalist tools. 

There are also, of course, many practical 
obstacles to trade union use of financial informa- 
tion. Many union negotiators enter the battles 
with management without a. full supply of 
strategic weaponry. This is due in -part to 
structural problems between and within unions. 
According to Lane (1986), there has been a lack 
of exchange and co-ordination between unions. 
The TUC research department does not function 


.a8 an inter-union intelligence unit; it is con- 


cerned mainly with macroeconomic overviews. 
TURU is effectively a consultancy working on a 
contractual basis. Only the independent Labour 
Research Department comes near to being a 
central agency, but it is under-resourced and 
operates mainly as a digestor and disseminator 
of publicly available technical information. In 
our research, we found amongst research staff 
that attempts had been made to exchange data 
on companies; but these failed due to the 
mismatch of membership between companies. 
Research staff providing information at the 
request of local trade unionists did not seek 
feedback on how or how successfully it was 


‘used. The strategic value of holding information 


on a company where a union had no members 
was not considered by the research staff.?! 


18 Profit sharing is today “much more widespread than it has ever been in the past”; profit sharing schemes cover 5.5 
million employees in Britain; the total value of profit sharing allocations was over £562 million with the average participant 
receiving £645: Involvement & Participation Association, 1990. See also, TUC (1986, p. 4). 


19 For example, in 1982 the employees of National Freight Corporation successfully bought out the privatised version of 
the company; in August 1990, in what a Times leader referred to as “one of the more unusual and innovative features of 
the entire privatisation programme ... proving at least that labour and capital think they have the capacity to combine 
for their mutual benefit” (The Times, 11 August 1990), it was announced that the Union of Democratic Mineworkers, in 
an alliance with the Legal and General insurance and fund management group, pad mounted. a possible #15 bullion offer 
Oe OR Oe IG RO Bee tr Origen canst nt ears ee ena eer ar 


2 The TGWU already ofr guidance to thelr members in the event of takeovers or mergers: “Let’s take on the Takeovers”. 


21 The TUC Economic Deparment lias iin repont tothe inieeduction of. statutorily regulated profit-related pay (PRP) 
schemes, established a PRP Databank. Unions have been asked to inform the department of any PRP schemes introduced. 
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There are problems of resources too. Lonrho’s 
adversary accounting against the Bond Corpora- 
tion has reportedly cost millions of pounds of 
shareholder money and many months of investi- 
gation. It may be unlikely that trade unions would 
have the resources for adversary accounting or 
would wish to spend them on adversary 
accounting. On the other hand, other structures 
for providing adversary accounting might be 
possible. In France and Belgium, for example, 
trade unions have been given the right either 
to veto the company choice of auditor or to 
commission their own auditor paid for by the 
company. Whether or not these structures 
make any difference is a matter for empirical 
study. 

There may also be dangers in institutionalizing 
the use of accounting information in industrial 
relations. The value of financial information to 
trade unions — or perhaps to any user — 
depends a great deal on whether it is used 
consensually or strategically and on the extent 
to which it can be looked through and used in 
an adversarial way. At the moment, union 
negotiators can choose whether or not to take 
accounting information seriously, to go for 
accounting solutions or to use industrial muscle 
more directly. An increase in legal rights 
to information and better use of accounting 
information may therefore be both self-defeating 
and counter-productive for unions if their 
strategic freedom is undermined. 

There is also the potential problem that 
management may adapt in response to union 
Strategies or to new legal requirements. In 
Germany, management can hide information 
from worker representatives by creating par- 
ticular legal forms which are not subject to rules 
on disclosure (Strobl et al., 1988; Busse von 
Colbe, 1984; McBarnet & Whelan, 1991). In 
other words, management may just become 
more devious and creative in their manipulation 
of financial information. 

Then there is the question of the effectiveness 


of adversary accounting by labour. We have 
already stated that accounting is unlikely to 
take over from industrial action. Yet grand 
theories focus on “big” issues, major case studies 
and power struggles. Working life in reality 
comprises many more routine disputes. Our 
pilot study did not examine big-or unusual cases 
but routine and mundane uses of financial 
information. These may, however, be important 
too. Certainly our small study makes clear that 
some trade unionists believe financial informa- 
tion can be used to achieve specific goals in 
disputes with management. More research is 
needed to assess the validity of these percep- 
tions (“success” may lie in the eye of the 
beholder, or indeed be claimed by both sides 
in negotiations), and to determine just how 
extensive and how successful is adversary 
accounting by trade unions. 

Yet what emerges from this analysis of 
approaches to financial information offered in 
this paper is a question mark over the assump- 
tion that corporate financial information can 
only be used in the interests of management, 
that corporate financial information is ideolog- 
ically unsuited to trade union use. Our pilot 
study shows that financial information is used 
by trade unions routinely and for many purposes. 
The analysis offered here suggests that account- 
ing, as a technique, may be used in strategic and 
adversary, rather than merely consensual ways. 
It suggests too that employees, as insiders, have 
access to information which might fuel adversary 
challenge. This means that calls for detailed 
research to explore specific labour responses to 
“the managerial mobilization of accounting 
numbers in industrial relations contexts” (Bougen 
et al:, 1990, p. 151; Mauntz, 1990, p. 273) may 
be incomplete unless union mobilisation is also 
addressed. In other words, there needs to be a 
recognition that the tools of accounting, whether 
they are regarded as intrinsically capitalist or 
not, may also be used by unions in conflicts 
between capital and labour. 
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THE APPEAL OF OTHER VOICES: 


ACCOUNTING AS A SOCIAL PRACTICE: : 
PERSPECTIVES FROM THE HUMANITIES 


The papers in this issue of Accounting, Organizations and Society were first presented at the conference “Accounting _ 
and the Humanities — The Appeal of Other Voices: Studies in Accounting as a Human Practice” held at the University of 
Iowa, 21-23 September 1989. The conference was co-sponsored by the Project on Rhetoric of Inquiry (POROI), the 
Department of Accounting of the University of lowa, and Accounting, Organizations and Society. 

We gratefully thank Coopers & Lybrand, Price Waterhouse and Co., the Office of the Vice-President for Educational 
Research at the University of lowa, and Pergamon Press, for their financial support of the conference. Individuals to whom 
we owe much include Ken Evans of Coopers & Lybrand, Jay Kernon of Price Waterhouse and Duane Spreistersbach (then 
Vice-President for Educational Research), University of Iowa, and the support of the Center for Advanced Study at the 
University of lowa where much of the planning for the conference took place. 

A special debt is owed to our many friends in the Iowa POROI community for actively supporting and participating in 
the conference in many roles and for making possible a genuine dialogue between the humanities and the accountants 
at the conference, to Don McCloskey and Johri Nelson for their enthusiasm for and support of the conference, and to Kate 
Neckerman and Kellie Mulford for their indispensable roles in organizing the details of the conference. 
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PROLOGUE 


HUNTER R. RAWLINGS III 
_ President, University of Towa 


Let me welcome you to The University of lowa by reading a passage from an essay written by John 
Cheever while he was here at our Writer’s Workshop:' 


The Iowa River winds through the city ... It is the kind of stream that represents continuity, meditation and sometimes 
love, and walking there on a Sunday afternoon one finds all three. 
Most of the students, when the weather is warm, are barefoot, and most of them carry books —- Descartes, 


Middlemarch, Kozinski, Basic Italian Grammar, Wittgenstein, Auerbach, Flaubert, Double-Entry Bookkeeping. f 


Under a tree a young man plays a guitar and sings to a red setter. The dog seems pleased. 


As we all know, there are many ways to read a text. Each discipline bas methods of interpretation 
peculiar to itself, usually betraying the biases inherent in its hermeneutical tradition. Here are five 
academic readings of the Cheever passage. 


The historian’s reading 

Cheever’s path led him from the English/Philosphy Building up the hill to Schaeffer Hall, thence 
to the College of Business in Phillips Hall. Eastward progress, gradual and a bit sporadic, but 
nonetheless purposeful: the students of recent decades have turned slowly but surely from the 
humanities to the professions. They sacrifice serious literary and philosphical interests for jobs. 


The literary theorist’s reading 

Among such books as Cheever encountered, no important distinctions subsist. They all contain 
marks on pages that readers may and do treat as they wish, each thereby revealing essential 
predilections and class consciousness, The texts have no meaning apart from their interpretors — 
at all costs, avoid the intentionalist fallacy. 


The psychologist’s reading 

There is confusion here, probably even psychosis. Cheever clearly suffered from schizophrenia 
while in Iowa City, his eyes shifting uncontrollably from students’ books to their feet, torn between 
the Apollonian and Dionysiac facets of their young, not-yet-fully-formed characters. He found partial 
release and a measure of fulfillment by fixating upon the relationship between a young man and a 
dog, erotic and inverted — the boy performs, the dog responds. 


The Writers Worksbop reading 

There is a touch of humor here, light perhaps, but unmistakable. The rhythm of the three key 
sentences tells us that it is the end we must be alert to, for there we find a gentle irony. A dog-pleasing 
guitar, anthropomorphism of a pleasant stamp, following upon a good joke: from Descartes and 
George Eliot to accounting, from the clearly sublime to the dismally ridiculous. 





‘From “An Afternoon Walk in Iowa City, lowa”, Travel and Leisure (September 1974), p. 32. 
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I am tempted, sorely tempted, by the workshop reading. It is sensitive and sensible, therefore 
likely to be right. But is it enough? i 

POROI says “no”, there can and indeed must be more.” POROI finds in Cheever’s passage no 
dilemmas, no conundrums, not even the historian’s progressive movement. Indeed, POROI sees not 
many different students in different classes, but the same students in the same classes, reading the 
same books with the same critical techniques. And the books speak to each other just as the students 
do: Descartes and Double-entry bookkeeping merged, into one dialogue, one discourse. This is a 
Platonic notion. Hence, as a classicist, I like it. It is also a Jeffersonian notion. Hence, as a Virginian, 
I want it to succeed. Whether it will or not depends upon your success or failure at this conference. 
Can philosophers and accountants-talk to each other? I will be interested in the result, and I wish 
you luck. 





2POROI, Project on Rhetoric of Inquiry, was co-sponsor of the Iowa Conference. 
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ACCOUNTING AS A HUMAN PRACTICE: THE . APPEAL OF OTHER 
* VOICES 


C. EDWARD ARRINGTON 
Louisiana State University , 


and 


JERE R FRANCIS 
University of Iowa 


The papers gathered here were all originally 
contributions to a conference entitled 
“Accounting as a Human Practice: The Appeal 
of Other Voices”, held at the University of 
Iowa in September 1989. The rubric “Human 
Practice” was intended to affirm a view that the 
value and the rationality of accounting research 
are to be found in the consequences that 
accounting has for.those subjected to it. The 
phrase “The Appeal of Other Voices” was a way 
of signalling a desire to open up the terrain of 
accounting debate yet further. In particular, 
there was a concern to bring into the 
accounting literature intellectual debates. from 
the humanities that so far are underrepresented 
in the accounting literature. 

Given such aims, it would be foolish to seek 
to identify, or to impose a single and consistent 
thematic on the papers that follow. To do so 
would be at odds with the very purpose of the 
conference. Nonetheless, we may reflect, with 
our readers, on some of the “suspicions” that 
the event and the papers have raised in our 
minds. 


Accounting is saturated with moral implica- 
tions. As a practice, it influences the quality of 
life for millions of people in subtle and often 


complex ways. Its vocabulary is-one of 
values, of e-valuation, of welfare, of rights, of 
expectations, of obligations, of equity, of 
contracts, of punishments and rewards, of utility, 
satisfaction, responsibility and accountability. 
The moral force of accounting needs to be 
questioned in the light of- the values that it 
promotes and the values that it impedes. 

A renewed interest in values, and in the moral 
context of accounting, in no way entails 
commitment to.a hierarchy of values, to the 
belief that there is a parsimonious and simple 
moral character to accounting. An interest in 
values on the -part of accounting scholars 
requires only a problematizing of accounting 
in light of its multiple’ effects on the lives of 
those that it seeks to administer. For accounting 
— like so many other social sciences — 
announced itself as a sociocratic discipline that 
claimed scientific knowledge and professional 
talent to administer human lives in the name of 
social efficiency and economic progress. These 
values that gave moral legitimacy to practices 
like accounting at the fin de siecle seem 
inadequate to current difficulties of life. But only 
now, belatedly, are such values coming to the 
fore and being addressed explicitly as things that 
may be questioned, analyzed and possibly 
modified. 
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The implications for accounting are consider- - 


able. We can begin to appreciate how 
accounting and other expert practices, through 
the values they promote, have acted both to 
constitute a certain “moral terrain, and to 
exclude from it values at odds with it. 
Accounting, intimately wedded to economic 
efficiency and capital growth, is implicated in a 
range of urgént moral issues that surround us 
today: an economically ravaged environment, a 
deskilled labor force, the social dysfunctions of 
corporate power, the arbitrariness of the market 
as a distributor of goods and life chances, and 
growing suspicions about the tenability of 
the rhetoric of “professionalism” and “public 
service” that surrounds the accounting profes- 
sion: Whilst the essays that follow do not adhere 
to any single value position, ‘they nonetheless 
share a recognition that the traditional value 
context of accounting needs to be Sopa 
` ore ee 
“Epistemiotogical suspicions ns... 
~ An, the early. twentiéth:” century, a range of 
i: “new” disciplines: ‘surfaced:.in the universities, 
” accounting . among ` “thems These disciplines 


“ “Glaimed status as ‘social ‘Sciences by seeking to 


` adapt the umaititas —the study of humankind 
as such — to.the methods and rationalities that 
had produced the tremendous successes of the 
eighteenth- and nineteenth-century physical. 
sciences. A positivistic-(or physicalist) épist- 


emological matrix emerged for the social’ 


sciences: all knowledge — whether of humans 
or of natural phenomena — was to be. judged 
against the epistemological standards that had 
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served the nineteenth-century physical sciences 
so very well. 

This positivistic image of the model for the 
sciences has now been substantially under- 
mined, both, within and outside accounting. 
In accounting, the demise of positivistic 
epistemology has opened up the discipline to a 
pluralistic view as to what counts as a legitimate 
knowledge claim. From this follows that 
accounting research should not be required to 
succumb to a normative insistence that know- 
ledge be produced in this way, rather than that: 
More, rather than fewer, vocabularies, theories 
and methods are necessary if accounting is to 
fully address the -many dimensions of its 
practice. There is a need to adapt modes of 
knowledge production from other disciplines. 
There is a Browing sense that the distinction 
between “science” “and “non-science” lacks 
point; that it is inhibiting. There is a sense that 
the attempt to align accounting. with the? + 
natural sciences, and to distance it from other ` 
disciplinés such as the humanities, may 
have been seriously limiting. Rather than an 
insistence that one meet certain methodological 
credentials, ‘the-.view is emerging that. a 
multiplicity of perspectives and voices is more i 
likely to bring about advance than a closing ` 
down of legitimate avenues of research. ; 

The essays published below demonstrate the 
fruitfulness of appealing, in differing ways, to’ 
“other voices”. -To this extent, they more than . 
fulfil the aims of the conference. It is for'others ` 
to build. on ‘their.achievements in seeking to 
address “accounting as a humar practice”: 
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GIVING ECONOMIC ACCOUNTS: 
ACCOUNTING AS CULTURAL PRACTICE* 


C. EDWARD ARRINGTON 
Louisiana State University 


_ and 


JERE R. FRANCIS 
University of Iowa 


Abstract 


This essay describes accounting as a practice that has no necessary relation to the iastitutions and practices 
of a professionalized élite known as “Accountants”. We assume that the giving and receiving of economic 
accounts is a ubiquitous aspect of human experience, and we seek to explain its practice as one of donating 
intelligibility and understanding to what Etzioni (The Moral Dimension: Toward a New Economics, Free 
Press, 1988) describes as the “moral dimension” of economic experience. Appropriating arguments from 
the moral philosopher H. Richard Niebuhr, we outline that moral dimension in a wey that culminates in the 
act of giving economic accounts. Then, through the arguments of Paul Ricoeur, we show how the 
‘hermeneutical horizon of the economic account can be explained as an analogue to the hermeneutics of 
speech and the hermencutics of writing. These two opposed structures of discourse — speech and writing 
— form a theoretical typology adequate to the task of expanding our sense of what accounting is and what 
it is not in a way that accommodates the cultural ubiquity of the economic account. 


This essay begins from the assumption that Given what seems to be the inexorability of economic 

- giving economic accounts is a ubiquitous human accounting in and throughout every aspect of human — 
practice; something that all of us do in diverse eben nr a SAAR E 
cultural, social, political, and economic settings. its’ operations E each of us dn? loss cost, debt, 
Accounting is not seen as necessarily limited death and other continous or ultimate reckonings, it is 
to those practices and institutions of a understandable that thé dream of an escape from 
professionalized élite known as “Accountants”. economy should be so sweet and the longing for it so 
As Barbara Herrnstein Smith explains, a broad ` ahaa a reiti aa Gece oie 
sense of economic accounting points toward a more profitable, alternative would seem to be not to 
ubiquitous aspect of human experience and seek to go beyond economy but to do the best we can 
offers a way to assimilate the economic into going through ... (Smith, 1987, p. 17). 


moral discourse and debate: 


* An earlier version of this essay was titled “Accounting and the Labor of Text Production: Some Thoughts on the Hermeneutics 
of Paul Ricoeur”. That version was presented at the conference on “Accounting and the Humanities: The Appeal of Other 
Voices” held at The University of Iowa, September 1989. Our appreciation extends to participants at that conference as 
well as participants in accounting workshops at The University of Stirling, Macquarie University, and Louisiana State 
University. Special appreciation is due to our colleagues William Schweiker, David Klemm, Anthony Hopwood, and two 
anonymous reviewers. We woilld also like to thank Jay Semel, Lorna Olsen, and our colleagues at The Center for Advanced 
Study, The University of lowa, where most of the work on this manuscript was done. 


1 Smith’s views and positions on the relation between the moral and the economic are very different from our own. The 
reader should not then infer that she would agree with the position taken in this essay (see Smith, 1988). 
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Smith, and others, are interested to redeem 
what Etzioni (1988) describes as “the moral 
dimension” of economic experience just as 
they are interested to redeem “the economic 
dimension”. of moral experience. But she, and 
others, proceed in a way quite different from 
the more common liberal tradition of the moral- 
economic — a tradition which isolates this or 


that model of the economic self, and then, 


stylizes economic experience as if it ought to 
be “correspondent with” the moral implications 
of the “favored” model Smith, and her 
adversaries like Habermas, situate intellectual 
inquiry into the moral-economic aspects of 
experience within discourse ethics — a field 
concerned with the consequential interactions 
between humans engaged in speaking or writing 
about economic experience, in community with 
others, and with a hermeneutical eye toward 
interpreting, understanding, and donating mean- 
ing to lived experience. It is this dymanic, 
interactive, and consequential practice of 
discourse that forms the object domain of 
“economic accounting”, of “the giving of 
economic accounts”. 

The task of this essay is to offer one 
perspective on how accounting might be re- 
imagined as a cultural practice of giving 
economic accounts, accounts which have 
economic, moral, and hermeneutical implica- 
tions for those who give and receive them. 
As a caveat, ours is just one perspective, 
irredeemably partial and in no sense exhaustive, 
on how accounting might be construed as 
cultural practice (see Morgan, 1988). There are 
already -related studies in accounting (e.g. 
Roberts, 1991; Arrington & Puxty, 1991), 
though these differ from the concern of this 
essay: to describe accounting as a practical 
response to the tensions that surround moral- 
economic experience. 

The first section of the essay offers one 
way of comprehending these moral-economic 
tensions, and one way of understanding why 
discursive practices of giving accounts are 
necessary in the face of these tensions, by 


appealing to the arguments of the moral 
philosopher and theologian H. Richard Niebuhr. 
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The second section of the essay then turns to 
the question of how economic accounts 
come to donate: intelligibility, meaning and 
understanding to moral-economic experience. 
This second section is heavily influenced by the 
structural hermeneutics of Paul Ricoeur, 
particularly some of his earlier works. The essay 
concludes with some allusions to possibilities 
for further inquiry and some discussion of the 
limitations of the analysis. 


A PHENOMENOLOGICAL RENDERING OF 
MORAL-ECONOMIC EXPERIENCE 


Perhaps the most fundamental of moral 
questions — certainly an ancient question — is 
the question of the self, of what it means to be 
both d representative of “human” being and to 
be a human. This a timeless question, one that 
has no terminus since the Socratic question — 
“Know thyself” —- endures to death. It seems to 
us that any adequate response to this question — 
must include substantial concerns with the 
“economic” self — the self who understands 
him- or herself as a being capable of constructing 
one’s experience (“dwellings”) rather than 
merely accepting (animal-like) the givens 
of one’s existence. These constructions (dwel- 
lings, ofko#) are not enacted in isolation from 
other humans; rather, they occur in community 
with others. To put it-cryptically, Crusoe has his 
Friday; Friday his Crusoe. 

The economic self is thus not only a 
productive self but also a communal self — our 
economic choices and actions are both condi- 
tioned by and consequential for others who 
share our status as “citizens” of moral-economic 
communities. Thus the economic “self” is not a 
notional self; he or she is both constituted by 
and constitutive of communities of others. In 
Etzioni’s terms, “(The individual and the 
community make each other and require each 


. other” (1988, p. 9). In this section of the essay, 


though in an admittedly brief and underargued 
way, we explain three images of the moral- 
economic self: the maker, the citizen, and the 


answerer. These images are appropriated from H. 
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Richard Niebuhr (1963), and they motivate a 
need for economic accounts of the moral 
complexities that surround the economic 
aspects of the experience of self. 


The self-as-maker g 

For Niebuhr, the most obvious element of the 
economic self — an element salient in a tradition 
of practical moral philosophy. that runs from 
Aristotle to Marx and the pragmatists — is the 
self-as-producer, as the “maker” of things: 


In the history of man’s long quest after knowledge of 
himself as agent — that is, as a being in charge of his 
conduct — he has used fruitfully several other symbols 
and concepts in apprehending the form of his practical 
life and in giving shape to it in action. The most common 
symbol has been that of the maker, the-fashioner. What 
is man like in all of his actions? The suggestion readily 
comes to him that he is like an artificer who constructs 
things according to an idea and for the sake of an end 
(Niebuhr, 1963, p. 48). 


The human potential to “make” things, to 
construct a world, raises a range of broadly 
moral and more narrowly teleological questions, 
questions perhaps best understood as questions 
about the good of productive activity. Artifacts 
are constructed “according to an idea and for 
the sake of an end”. The ideational and 
teleological aspects of production direct 
attention toward the reflective and deliberative 
processes through which an agent’s productive 
imagination conditions the activity of making. 
Such processes involve imaginative speculations 
about, and choices with respect to, a range of 
as-yet-unrealized “dwellings” that are viewed as 
good, or at least better than the given. This sense 
of the good life morally conditions productive 
activity inasmuch as artifacts (products) are 
candidates for questions about the good that 
they serve, about what they contribute to the 
human pursuit of the good life; or, in Niebuhr’s 
terms, questions about the “end” “for the sake 
of which” artifacts are produced. These moral 
dimensions are not something over which the 
self is sovereign; they are not choices that can 
be referred, for example, to some autonomous 
“utility” preference of the self. As Michael 
Walzer (1983, p. 97) notes, in every modern 
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society, prohibitions are placed on production 
and exchange for teleological reasons, reasons 
that reject particular “artifacts” believed to be 
impediments with respect to the pursuit of the 
good life for a people, a polity. 

The productive self is thus seen as responsible 
to teleological questions with respect to the 
good of his or her production. Note that we are 
not making substantive claims about what is and 
what is not good to produce; those claims are 
the moral province of particular selves and 
particular economic communities. But we are 
making the philosophical claim — a claim that 
may well be counterfactual sociologically, 
that all productive activity has a teleological 
dimension; it is always possible and usually 
reasonable to ask agents to give accounts of the 
good that their activity seeks. These.accounts 
will inevitably require some revelation of the 
introspective reflections and deliberations that 
gave rise to particular choices and actions on 
the part of the agent, the maker. 

In claiming that economic choices and actions 
have a teleological moral dimension we 
come to: understand the difference between 
substantive claims about the good of production 
(claims about what és good) and the claim that 
all production is a candidate for discourse with 
respect to the good that it seeks. Indeed, the 
history of moral philosophy as well as the history 
of economics has twisted and turned through a 
variety of ways of describing this teleological 
dimension of production. Now, for example, 
many neoclassical economists construe the 
“good” of production through a radically 
individualistic and emotivist variant of uti- 
litarianism: humans are assumed to produce in 
the name of the good understood as their own 
appropriative and private self-interests. This is 
a powerful image of the good, an’ image that 
certainly explains a great deal of the reasons 
why humans produce. But it is simply one image 
of the good, a contestable image inasmuch as it 
can both always be referred back to the question 
of the good of pursuing one’s own interests 
rather than some other telos, and to the question 
of the difference between particular instances 
when self-interest seems a morally justifiable 
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end and when. not. Niebuhr explains just how 
diverse moral perspectives on the teleological 
dimension of production have been: 


The men who have employed this image of man-the- 
maker in understanding and in shaping their conduct 
have, of course, by no means been unanimous in their 
choice of the ideals to be realized nor in their estimate 
of the potentialities of the material that is to be given 
the desired or désirable form. Whether the human end 
is to be achieved for the sake of delight or for further 
use toward another end, whether it is to be, designed 
for the delight or the use of the self, or of the immediate 
society or of a universal community — these remain 
questions endlessly debated and endlessly submitted to 
individuals for personal decision. But the debates and 
decisions are-carried on against the background of a 
common understanding of the nature of our personal 
existence. We are in all our working on selves — our 
own selves or our companions — technicians, artisans, 
craftsmen, artists (Niebuhr, 1963, p. 51). 


The self-as-citizen 

The productive self does not live and act in 
isolation. At the broadest level, the moral 
vocabularies and beliefs which inform the 
productive imagination as well as the talents and 
- materials which inform productive activity are 
given over to the self by others. Niebuhr refers 
this communal character of the economic self 
to the image of “man-the-citizen”, as one living 
under law, as one who recognizes him- or herself 
as responsible to, accountable to, the values, 
mores, customs, expectations, and obligations 
that follow from identity as a citizen. This 
metaphor of the citizen adds a deontological 
aspect to the moral dimension of economic 
experience. Niebuhr explains: 


We come to self-awareness if not to self-existence in the 
midst of mores, of commandments and rules, Thou shalts 
and Thou sbalt nots, of directions and permissions. 
Whether we begin with primitive man with his sense of 
themis, the law of the community projected outward 
into the total environment, or with the modern child 
with father and mother images, with repressions and 
permissions, this life of ours, we say, must take account 
of morality, of the rule of mores, of the ethos, of the laws 
and the law, of heteronomy and autonomy, of self- 
directedness and other-directedness, of approvals and 
disapprovals, of social, legal, and religious sanctions, This 
is what our total life is like, and hence arise the questions 


we must answer: “To what law shall I consent, against | 
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what law rebel? By what law or system of laws shall I 
govern myself and others? How shall I administer the 
domain of which I am the ruler or in which I participate 
in rule?” (1963, pp. 52-53). 


These deontological questions can be re- 
duced for purposes of this essay to the question 
of “To whom am I, as a moral-economic 
self, accountable?” This question is not straight- 
forward either anthropologically or existen- 
tially. Various communities and ‘cultures have 
imposed a diverse range of deontological 
expectations and obligations upon economic 
agents. Further, a particular agent, especially in 
the contemporary world, recognizes multiple 
communities to which he or she is accountable. 
In acting responsibly toward one, he or she is 
likely to act irresponsibly toward others. For 
example, meeting the expectations of one’s 
employer in a globally competitive world is 
likely to create moral dysfunctions with respect 
to one’s citizenship toward one’s family, one’s 
self, or indeed one’s God. As Alasdair MacIntyre 
(1984) notes, the modern self is a “fragmented 
self”, living out a variety of roles, torn 
between competing and incommensurable 
responsibilities toward the various communities 
to whom the self owes accountability and 
responsibility as a citizen. Niebubr is aware of 
both the historical variance in notions of 
citizenship and the multiplicity and complexity 
that follow from the many ways in which 
one’s identity as a citizen conditions the 
economic self. He collapses that variance and 
multiplicity into three broad domains of moral 
comprehension: 


Again, as in the case of the maker image, those who 
employ the citizen symbol for the understanding and 
regulation of self-conduct, have various domains in view. 
For some the republic that is to be governed is mostly 
that of the multifarious self, a being which is a multiplicity 
seeking unity or a unity diversifying itself into many roles 
.... Or the republic in view is a human community of 
selves in which the manifoldness ‘is that of many persons 
with many desires and subject to many, regulations 
issuing from each other. The communal life then. is 
considered as consenting to law and as law-giving. Or 
again, the community we have in mind may be universal 
society, and the quest may be after those laws of nature 
or thar will of the universal God which the person is 
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asked to accept not only with consent but actively, as 
legislating citizen in a universal domain (Niebuhr, 1963, 
pp. 53-54). 


Citizenship informs economic accountability in 
a way akin to Habermas’ sense of action as 
something that must be justified in terms of its 
rightness in the face of norms, values, and 
expectations that make up something like 
the “lifeworld” of a community. But modern 
experience is such that there are conflicting 
demands of citizenship imposed upon economic 
agents — diverse communities often have 
defensible deontological claims against agents. 
Each such community will bring its own unique 
moral horizon to bear upon the evaluation of 
agents and their actions: different perspectives 
on the good life, different expectations, different 
senses of what norms are binding upon the agent 
because of his or her status as a citizen of a 
particular community. Indeed, as we will see, 
economic actions can be consequential for 
communities about whom the agent may be 
unaware, unable to recognize him- or herself as 
a “citizen” at all. One thinks, for example, of 
how economic actions in a global economy have 
consequences for others far removed from the 
communities within which the agent’s moral 
identity is seemingly situated. One thinks also 
of how ecological problems emerge from 
economic activity in a way which raises 
questions about one’s citizenship with respect 
to the earth or with respect to unborn 
generations (see Stone, 1987). 

Two major difficulties thus confront the 
agent-as-citizen. First, in performing a single 
economic act, agents recognize various com- 
munities to whom they might be accountable 
as citizens. The. act will be differentially 
responsible, and the agent differentially justified 
in performing the act, depending upon which 
community seeks an accounting for the act. 
Second, economic actions can be consequential 
in ways which the agent did not or cannot 
anticipate. As Ricoeur notes, our actions escape 
us and have consequences which we did not 
intend. These consequences may emerge for 
others with whom the agent has no conscious 
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recognition of his or her moral force over their 
lives, his or her responsibility and accountability 
toward them. 


The self-as-answerer 

Through these two images (the maker and 
the citizen), Niebuhr paints a complex and 
multifaceted portrait of the moral dimensions 
of the economic self. He suggests an open-ended 
and indeterminate teleological and deonto- 
logical horizon of accounting for economic 
agents and economic actions. Because of that 
complexity, he rejects the notion of criterial 
models of accountability, models that would 
identify some universal good or some universal 
right that could serve as a benchmark for making 
substantive claims about the moral integrity of 
economic agency. - 

Having rejected criterial approaches, Niebuhr 
makes a twofold move. First, he suggests that 
discursive practices (rather than moral criteria) 
are the phenomenal domain in which concepts 
of responsibility and accountability are revealed 
and actualized. This makes him something of a 
forerunner to a quite common contemporary 
field known as discourse ethics, a field which 
we cannot explore in this essay (in general, see 
Habermas, 1984, 1987, 1990; MacIntyre, 1984; 
Hauerwas & MacIntyre, 1983. In accounting, see 
Schweiker, in press; Arrington & Puxty, 1991; 
Roberts, 1991). Second, he makes a pragmatic 
move toward cathecontic ethics, toward 
understanding moral questions as concerned 
with the “fittingness” of an agent’s actions. This 
cathecontic approach takes account of the 
multiple and often conflicting choices that the 
agent must make with respect to the good of 
his or her action as well as the multiple and 
conflicting responsibilities that confront the 
agent because of his or her multiple identities 
as a “citizen” of diverse communities. Questions 
of accountability and responsibility become 
questions of whether or not — having taken 
account of the complex scenes in which 
ordinary experience transpires — agentive 
actions appear reasonable (for further discus- 
sion of cathecontic ethics, see Schrag, 1969, 
1986). Niebuhr explains how a cathecontic 
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approach moves beyond both teleological and 
deontological approaches: 


If we use value terms then the differences among the 
three approaches may be indicated by the terms the 
good, the right, and the fitting; for teleology is concerned 
always with the highest good to which it subordinates 
the right; consistent deontology is concerned with the 
right, no matter what may happen to our goods; but for 
the ethics of responsibility the fitting action, the one 
thar fits into a total interaction as response and as 
anticipation of further response, is alone conducive to 
the good and alone is right (1963, pp. 60-61). 


. This activity of evaluating actions in terms of 
their fittingness proceeds discursively; that is, 
through practices wherein agents and/or their 
interlocutors speak and write about economic 
actions in a way that reveals and exposes the 
complex moral-economic dimensionality of 
choices and actions. Economic choices and 
actions are now seen as made in response to 
choices and actions that precede the productive 
self, that define the situated character of. one’s 
existence. Such choices and actions are also 
made in anticipation of the choices and actions 
of others who will subsequently act and re-act 
in a way conditioned by the agent’s productive 
activity. The agent’s activity conditions the 
available inventory of possible choices and 
actions available to others, fust as the activity of 
historical others has conditioned the available 
inventory of. choices and actions available to the 
agent. In a way that is.central to subsequent 
claims in .this essay, this intersubjective, 
communal, and relational character of economic 
action leads Niebuhr to claim that 


. now we think of all our actions as having the pattern 
of what we do when we answer another who addresses 
us. To be engaged in dialogue, to answer questions 
addressed to us, to defend ourselves against attacks, to 

7 “reply to injunctions, to” meet challenges — this is 
common experience, And now we try to think of all our 

~ actions as having this character of being responses, 
answers, to actions upon us... . The pattern of thought 
now is interactional, however much other great images 
must continue to be used to describe how we perceive 
and conceive, form associations, and carry on political, 
economic, ENa na, signs and other Sea 

- .G¥963: pp. 56—57) x i ae 
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Responding to questions of accountability and 
responsibility are now seen as hermeneutical 
tasks to be performed rather than mere checking 
of the simple correspondence between actions 
and ex ante criteria presumed to govern the 
agent. In Niebuhr’s terms, this leads to a 
new (though somewhat classical) notion of 
responsibility as responsiveness. The paradigm 
of accountability shifts from the correspon- 
dence between action and ex ante expectations 
presumed obligatory, and toward discourse as 
a practice of revealing the reasonableness of 
action. through the activity of giving accounts. 
Alasdair MacIntyre explains this hermeneutical 
rather than criterial paradigm of accountability, 
and he does so in a way that refers accountability 
back to our original question — the question of 
the self, of what it means to be human: 


The importance of the concept of intelligibility is closely 
related to the fact that the most basic distinction of all 
embedded in our discourse and our practice ... is that 
between human beings and other beings. Human beings 
can be held-to account for that of which they are the 
authors; other beings cannot: To identify an occurrence 

` as an action is in the paradigmatic instances to identify 
it under a type of description which enables us to see 
that occurrence as flowing .intelligibly: from a human 
agent’s intentions, motives, passions, and purposes. It is 
therefore to understand an action as something for which 
someone is accountable, about which it is always 
‘appropriate to ask the agent for an intelligible account 
(MacIntyre, 1984, p. 209). 


This section of the essay has explored moral 
dimensions of economic action. Because of the 
complexity of economic choices and actions in 


_ the face of multiple and conflicting claims about 


the good and the right, no particular teleology 
or deontology can be presumed universally valid 
as.a Standard against which economic action and 
economic agency can be evaluated. Thus, with 
Niebuhr, we moved to a cathecontic posture on 
the moral dimensions of economic experience. 
That posture, in turn, suggests discourse — the 
giving of economic accounts.:— as ‘the 
medium through which claims about economic 
responsibility, agency, and aecouatabiity are 
achieved and made reasonable. ` 

-The essay now turns to a more structuraland: 
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functional concern; that is, concern over the 
question of how discourse works to produce 
these sorts of claims. The work of discourse can 
be modelled in terms of two very different 
structures of discourse, one that corresponds 
to discourse-as-speech, and another that cor- 
responds to discourse-as-writing. These two 
structures have very different hermeneutical 
horizons; that is, very different possibilities for 
rendering the choices and actions.of economic 
agents intelligible, understandable, and mean- 
ingful as moral-economic phenomena. Through- 
out this second section, we rely heavily upon 
the structural hermeneutics of Paul Ricoeur. 
However, we appropriate his arguments in a 
selective way that conceals ‘more about his 
broad and intriguing hermeneutical agenda than 
it reveals. Ricoeur’s later work goes well beyond 
the issues that we discuss in this essay. As a 
caveat then, the reader should not interpret 
our claims and concerns ‘as the same as 
Ricoeur's. 


THE HERMENEUTICAL IMPLICATIONS OF 
-THE STRUCTURE OF THE ECONOMIC: 
ACCOUNT - 


Clearly, the hermeneutical accomplishments 
of any discursive event —- any event where 
someone says (or writes) something about 
something to someone else — will depend 
primarily upon the concrete and particular 
circumstances in which such a discourse 
unfolds. Those circumstances have to do with 
the time and place of the discursive event, the 
particular phenomena (actions, events, etc.) to 
which the discourse refers, as well as the unique 
concerns and interests of the participants 
involved in.the discourse (speakers or writers, 
listeners or readers). It is clear then that the 
substantive ways in which economic experience 
is rendered intelligible, meaningful, and under- 
standable cannot be abstracted away from the 
performative contéxt of actual accounting 
events. To paraphrase Habermas, claims about 
the.reasonableness-(or goodness, or rightness) 
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of economic actions are the province of the 
discursive participants themselves — their lives, 
their concerns, their interests and desires. 

Nonetheless, through Ricoeur, it is possible 
to see how general structures of discursive 
practice condition the hermeneutical accom- 
plishments of economic accounting. He 
describes such structures by disaggregating 
discourse into its various elements and by 
then showing how these elements serve quite 
different hermeneutical functions depending 
upon whether discourse is structured as speech 
or as writing. This makes it possible to speak 
of the different hermeneutical horizons of 
speech and writing, different possibilities for 
interpretation, meaning, and understanding that 
follow from the two structures. Between the 
two structural poles (speech and writing) a 
range of hermeneutical possibilities can be seen 
to exist. In this section of the essay, we describe 
how the structure of accounting discourse, 
understood as a much broader domain than 
conventional notions of accounting can accom- 
modate, conditions substantive hermeneutical 
and moral consequences of the discourse. In this 
way, we are able to suggest a structural- 
hermeneutic model of accounting as a broadly 
cultural practice: 


Language and discourse 


To approach accounting as a broadly 
conceived discursive practice, it must be freed 
from identification with any particular language 
(e.g. the double-entry -calculus) since such a 
constraint would obviously limit the giving of 
accounts to only those individuals competent 
and literate with respect to that particular 
language. To escape such a constraint, 
hermeneutical questions — questions of mean- 
ing, interpretation, and understanding — must 
come to be seen as largely independent of what 
language is used in the giving of economic 
accounts, By drawing a distinction between 
language and discourse, Ricoeur makes just this 
sort of independence possible. — ; 

Influenced by the structural ‘linguistics of 
Ferdinand de Saussure, Ricoeur defines language 
as a “code — or the set of codes — on the basis 
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of which a particular speaker produces parole 
as a particular message” (1976, p. 3).? While it 
is not our purpose to explain the implications 
of this definition fully, this definition treats 
language as a synchronic system of signs and 
rules for their relation to each other. All 
languages are, to a structuralist, closed systems 
of signs, and the meaning of a. language is 
completely exhausted by the rules of relations 
between signs. Put in an oversimplified way, all 
languages are viewed in the same way that we 
typically view pure mathematics; that is, as a 
closed system of signs and rules for their 
relation. 

The most important implication of this 
structuralist view for this essay is straight- 
forward: because of its synchronicity and formal- 
systemic character, language cannot account for 
the meanings that “attach” to-signs through the 
use of language in discourse. Like the numbers 
in mathematics, words come to be seen as signs 
that can, theoretically, take on an infinity: of 
possible meanings; new meanings can emerge 
for the sign just as old meanings can disappear. 
The entire hermeneutical horizon of meaning 
and understanding is given over to discourse — 
to the pragmatic interaction of humans who 
actively produce meaning through the use of 
language as a medium for the practice of 
discourse. Ricoeur describes how, from..a 
structuralist view, language qua language is not 
productive of meaning: 


Language no longer appears as a mediation between 
minds and things. It constitutes a worid of its own, within 
which each item only refers to other items of the same 
system, thanks to the interplay of oppositions and 
differences constitutive of the system. In a word, 
language is no longer treated as a “form of life”, as 
Wittgenstein would call it, but as a self-sufficient system 
of inner relationships (1976, p. 6). 


He then describes how this view of language 
frees the sign eee numbers, etc.) to take on 
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an infinity of possible meanings depending upon 
how signs are deployed in discourse. He refers 
this freedom to what he calis the polysemic 
character of the sign; and, by polysemy, be 
means the ability of the sign to come to mean 
more than one thing. He explains as well how 
polysemy is not only-a desirable hermeneutical 
feature of the sign (inasmuch as it makes the 
domain of meaning. expand in a way that 
accommodates the diverse needs for meaning 
that accrue .to experience) but also how 
polysemy is necessary as an economic principle: 


That polysemy is not a pathological phenomenon but a 
healthy feature of our language is shown by the failure 


of the opposite hypothesis. A language without polysemy 
would violate the principle of economy, for it would 
exténd its vocabulary infinitely. Furthermore, it would 
violate the rule of communication, because it would 
multiply its designations as often as, in principle, the 
diversity of human experience and the plurality of 
subjects of experience demanded. We need a lexical 
system that is economical, flexible, and sensitive to 
context, in order to express the spectrum of human 
experience (Ricoeur, 1977, p. 115). 


Two points follow from this structural view 
of language that are relevant to our argument. 
First, a structuralist view of language gives 
hermeneutical questions entirely over to 
discourse since language comes to be seen as 
in and of itself independent of questions of 
meaning, interpretation, and understanding. 
There is, in short, no necessary correspondence 
between “signs” and “meanings” mistakenly 
presumed to “attach” to them. In this way, 
meaning is produced and re-produced prag- 
matically and contingently; it passes entirely 
over to discursive. practices. Second, because 
meaning is produced through pragmatic inter- 
actions; and,. becatise such interactions are 
always situated within the concrete moral, 
political,. and social contexts of their own 
enactment, hermeneutics comes to be seen-as 
a moral, pone and social phenomenon. The 


? Structural linguistics (or sricruralinna) has been an important intellectual influence over numerous disciplines — ‘the 
anthropology of Claude Levi-Strauss (1966), the economics of Luis Althusser (1971, 1979); the semiology of Roland 
Barthes (1967), thé psychoanalytic theories of Jacques Lacan (1977). It is also a significant influence over the deconstructive 
programme of Jacques Derrida (1973, 1978, 1981). For a lucid introduction to structuralism, see Johnathan Culler (1982). 
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meaning of economic accounts becomes, for 
example, inextricably bound up with the 
hermeneutical needs of the participants 
involved in giving and receiving such accounts. 


Hermeneutics and the event character of 
discourse 

Having shifted the linguistic analysis of 
hermeneutics to discourse and away from 
language, Ricouer then seeks to explain 
hermeneutical processes through attention to 
the elements that make up a discursive event. 
The first is what he calls the “event” character 
of discourse, the historical situation of a 
discursive event in space and time. Put 
simply, the interpretations, meanings, and 
understandings that a discourse yields come to 
be seen as influenced by the time and place of 
the enactment of the discourse as an event. 

The hermeneutical implications of the event 
character of discourse can be seen as bounded 
by two poles — the event character of speech 
and the event character of writing. The most 
obvious difference between the two (speech 
and writing) has to do with the transitory or 
fleeting character of speech; it is a discourse that 
has an identifiable beginning and an identifiable 
end, a finite, historical horizon limited by the 
physical ability of participants to sustain it. 
Writing, on the other hand, is theoretically 
limitless in time. Writing thus makes discourse 
repetitious — a brand new discursive event 
takes place every time the written text is read. 
Thus writing extends the temporal reach of the 
text across the spectrum of history, to readers 
in distant worlds at distant times. 

In an analogous way, the hermeneutics of 
economic accounting can be ‘understood as 
varying depending upon the historical reach 
of the account. Often, economic events are 
accounted for as transitory events, relevant 
perhaps for the present moment but not for 
others. A good example would be the “family” 
conversation over, say, the “monthly” budget, a 
conversation focused upon contemporary 
economic activities, activities which lose their 
hermeneutical relevance once the next month 
(the next paycheck) intervenes. At the other 
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extreme — the hermeneutics of discourse 
modelled as writing — one can imagine how a 
text oriented toward the consumption patterns 
of contemporary Western families makes the 
meaning of the same economic concept 
(family consumption) expand its hermeneutical 
horizon to encompass the experiences of 
distant others (e.g. the Third World or unborn 
generations). The different accounts, one 
analogous to the model of speech and the 
other to the model of writing, occupy different 
historical situations. As these historical situa- 
tions differ, so does the meaning (the 
hermeneutical horizon) of the discourse 
event. 

It is important to note that the question of 
whether a discourse is, materially, spoken or 
written is less important than the hermeneutical 
implications of understanding discourse as 
something that functions like speech or like 
writing. For example, some writing (e.g. an 
office memo) has the hermeneutical character 
of speech — meaning is relevant for the moment 
but not beyond the moment. What is important, 
for Ricoeur, is to recognize the range of 
ways in which ‘meaning, interpretation, and 
understanding can emerge through discursive 
events. The hermeneutical implications of the 
model of writing go far beyond the implications 
of repeating speech, materially fixing speech, 
through writing: 


When we consider the range of social and political 
changes which can be related to the invention of writing, 
we may surmise that writing is much more than mere 
material fixation. We need only remind ourselves ofsome 
of these tremendous achievements. To the possibility of 
transferring orders over long distances without serious 

. distortions may be connected the birth of political rule 

` exercised by a distant state. ,.. To the fixation of rules 
for reckoning may be referred the birth of market 
relationships, therefore the birth of economics. To the 
constitution of archives, history. To the fixation of aw 
as the standard of decisions, independent from the 
opinion of the concrete judge, the birth of fustice and 
juridical codes, etc. Such an immense range of effects 
suggests that human disccurse is not merely preserved 
from destruction by being fixed in writing, but that it is 
deeply affected in its communicative function (Ricocur, 
1976, p. 28). 
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Hermeneutics and subjectivity: the speaker and 
the writer 


Whereas language lacks a subject — in the sense’ that 
the question “Who is speaking?” docs not apply. at this 
level — discourse refers back to its speaker by means 
of a complex set of indicators such as the personal 
pronouns. We shall say that the “instance of discourse” 
is self-referential (Ricoeur, 1981, p. 198). 


Perhaps the most obvious contribution to the 
meaning of discourse is the forcé of speakers 
and writers as agents of the production of 
discourse. The production of discourse is a 
moral-economic activity, infused with purpose 
and hermeneutical intention, replete -with 
possibilities for choices and actions with respect 
to what gets said (written). Discourse -thus 
comes to bear what Calvin-Schrag (1986) terms 
the “self-implicature” of its producers, or what 
Ricoeur terms style, “the promotion of a 
particular standpoint” (1981, p. 137). Ricoeur 
draws upon the metaphor of work to explain: 


The key is in the categories of production and labour; 
in this respect, the model of the artisan is particularly 
instructive (the stamp on furniture in the eighteenth- 
century, the signature of the artist, etc. ). For the concept 
of author ... appears as the correlate of the individuality 
of the work. The most striking proof is provided by the 
example which is least literary, namely the style of the 
construction of the mathematical object. ... Even the 
construction of an abstract model of phenomena, insofar 
as it is a practical activity immanent in a process of 
structuration, bears a proper name. A given mode of 
structuration necessarily appears to be chosen instead 
of some other mode. ... Man individuates himself in 
producing individual works. The signature is the mark 
of that relation (1981, pp. 137—138). 


While all discursive events bear the 
“signature”, the “self-implicature” of their 
producers, for Ricoeur, the hermeneutical force 
of this self-implicature” differs dramatically as 
one moves from the model of writing. That force 
is strongest in speech where the meaning of 
what is said is often inseparable from the 
question of what J (as a speaker) mean. The 
hermeneutical force of speakers is exercised 
through a variety of physical and rhetorical 
mechanisms unavailable in writing. A speaker 
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can use his or her body to produce gestures, 
intonations, inflections, pointing, etc., all of 
which contribute to the hermeneutical con- 
sequences of the discourse. Speech can move 
through a dialectic of questions and answer, 
of interruption, of appeals for clarification. 
Alternatively, writing places the author at a 
distance from the reader. The speaking subject 
disappears, replaced by material marks (1976, 
p. 26). The discursive transaction becomes one 
between the text and the reader, not the author 
and the reader. 

In the context of giving economic accounts, 
what are the hermeneutical implications of this 
difference between the model of speech and the 
model of writing, this different force of the 
speaker and the author? The most obvious 
implication has to do with questions of 
economic accountability and economic agency. 
To recall Niebuhr, we have seen how economic 
choices and actions confront a self caught-up ia 
a web of complex and often incommensurable 
choices and available actions that have teleo- 
logical and dentological import for both the self 
as well as for others. Such complexity and 
incommensurability led Niebuhr to suggest the 
image of the “answerer” as the appropriate 
image for questions of agency and account- 
ability. In a similar way, MacIntyre suggested 
that accountability questions entail discourse 
oriented toward revealing subjective inten- 
tions. In his terms, questions of accountability 
are questions of the extent to- which we can 
“see [an] occurrence.as flowing intelligibly from 
a human agent’s intentions, motives, passions, 
and purposes”. The question of accountability 
thus demands access to the subjectivity of 
economic actors; and, through Ricoeur, we are 
able to see how discourse modelled as speech 
facilitates such access. 

Yet sometimes economic events are of 
hermeneutical interest in ways less bound to 
subjective intentions. In this sense, economic 
events take on objective status. Humans have 
the need to know what is going on in the 
economic world independently of concerns 
with who is accountable or responsible for such 
events. Likewise, agents need to know the state 
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of economic experience as it is prior to 
reflections upon what kind of world they seek 
to produce. They need to know the materials, 
resources, and constraints at hand; what is 
possible and what is not. They need to know 
the kind of economic world that other people 
at other places and times have occupied; they 
neéd in short an “archive” that makes 
economic information available irrespective of 
hermeneutical concerns with who is respon- 
sible or accountable for the events recorded in 
such archives. Economic actions often have 
unintended consequences; they can impact the 
moral quality of economic experience in ways 
that agents do not and often could not anticipate. 
In this sense, economic action can become 
morally and hermeneutically relevant to distant 
communities with no predictable interest at all 
in holding an agent accountable or responsible. 
Ricoeur refers this sort of disseminatory 
hermeneutical function to the social dimension 
of economic experience, a dimension that is 
analogically related to discourse modelled as 
writing, as a text: 


In the same way that a text is detached from its author, 
an action is detached from its agent and develops 
consequences of its own. This autonomisation of human 
action constitutes the social dimension of action. An 
action is a social phenomenon ... because our deeds 
escape us and have effects which we did not intend ... 


An action leaves a “trace”, it makes its “mark” when it 
contribuies to the emergence of such patterns which 
become the documents of human action (1981, p. 206). 


Thus we have seen how subjectivity can be 
differentially forceful in producing the meaning 
of economic events, and we have seen how the 
model. of the speaker as opposed tothe model 
of the writer is the paradigmatic instance of this 
differential force. This has significant implications 
for understanding two very different hermeneuti- 
cal functions of ‘the economic account — 
rendering economic actions intelligible as some- 
thing for which economic actors are (or are not) 
accountable or responsible; and, disseminating 
economic information for reasons that have little 
or nothing to do with questions of alae 
and responsibility. i 
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Hermeneutics and referentiality: the “world” 
of discourse 


Whereas the signs in language only refer to other signs 
within-the same system, and whereas language therefore 
lacks a world just at it lacks temporality and subjectivity, 
discourse is always about something. It refers to a worid 
which it claims to describe, to express, or to represent. 
It is in discourse that the symbolic function of language 
is actualised (Ricocur, 1981, p. 198). 


Economic actions are actions upon a world 
that is somehow transformed through the 
economic act, a transformation obvious in the 
classical sense of Oikumene as referring to the 
constructed conditions of human dwelling. One 
of the functions of the economic account is to 
make reference to this constructed world in a 
way that donates meaning, intelligibility and 
understanding to its existence. Thus Ricoeur can 
speak of the referentiality of discourse in a way 
that draws upon Frege’s (1970) connection 
between meaning as sense (“what is meant”) 
and reference (the object domain, the world, 
the “about what” the sense is. meant). The 
hermeneutics of sense and reference have moral 
implications inasmuch as “... because we are in 
the world, we are affected by situations, and 
because we orient ourselves comprehensively 
in those situations, we have something to say, 
we have experience to bring to. language” 
(Ricoeur, 1976, pp. 20-21). 

Ricoeur then turns to how the hermeneutics 
of sense and reference function differently as 
one moves from the model of speech to the 
model of writing. In speech, sense and reference 
function ostensively; that is, in a way that 
intimately relates concepts and meanings to the 
local and particular conditions that describe the 
objective situation of the participants: 


In spoken discourse ... what the dialogue ultimately 
refers to is the situation common to the interlocutors. 
This situation in a way surrounds the dialogue, and its 
landmarks can all be shown by a gesture, or by pointing 
a finger, or designated in an ostensive manner by the 
discourse itself through the oblique reference of those 
other indicators which are the demonstratives, the 
adverbs of time and place, and the tense of the verb 
- (1981, p. 201). ° ` - 
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Many economic accounts are situated in this 
context of ostensive reference. Most obviously, 
questions of accountability and agency require 
a great deal of attention to the particularities of 
the local conditions that surround an agent and 
his or her choices and actions. What empirical 
and existential conditions did an economic 
actor confront? What are the local and historical 
conditions that have constituted the economic 
actor as a subject, as a particular human being 
with particular talents, freedoms, constraints, 
etc.? What products, objects, “worlds” did he or 
she create? What were the environmental 
conditions — the organizational conditions, the 
market conditions, or the current social-political 
conditions — that influenced economic out- 
comes and the choices and actions of economic 
actors? Apart from questions of agency and 
accountability, ostensive reference functions to 
provide local information in economic accounts 
— information about the economic status of this 
family, or this firm, or this individual, or 
this locality all being examples. In all of 
these instances of the economic account, the 
discourse makes reference to a particular world 
and is generally indifferent to other, spatially 
and temporally distant, worlds. The sense of 
the discourse — the hermeneutical implications 
of the discourse — is influenced by such 
particularities of reference. f 

The model of writing opens the hermeneutics 
of sense and reference beyond the bounds of 
the ostensive. The written text will be read in 
different ostensive “worlds” and read in a way 
that must necessarily, but perhaps obliquely, 
traverse the distance between the ostensive 
world of the author and the ostensive world of 
the reader. As an aside, it seems to us that one 
of the marks of great texts is precisely this 
capacity to span ostensive worlds; Shakespeare’s 
texts say something about generalized worlds, 
and we do not usually read Shakespeare to 
appropriate some ostensive understanding of 
Elizabethan England. Rather, we seek to inter- 
pret and understand how “our” world and “his” 
world share something in common with all 
other worlds. Ricoeur describes the difference 
between the ostensive world of speech and the 
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non-ostensive world of writing in terms of a 
distinction between the concept of Umwelt and 
the concept of Welt: 


For us, the world is the ensemble of references opened 
up by the texts. Thus we speak about the “world” of 
Greece, not to designate any more what were the 
situations for those who lived them, but to designate the 
non-situational references which outlive the effacement 
of the first and which henceforth are offered as possible 
modes of being, as symbolic dimensions of our being- 
in-the-world. For me, this is the referent of all literature; 
no longer the Umwelt of the ostensive references of 
dialogue, but the Welt projected by the non-ostensive 
references of every text that we have read, understood, 
and loved. To understand a text is at the same time to 
light up our own situation, or, if you will, to interpolate 
among the predicates of our situation all the significa- 
tlons which make a Welt of our Umwelt. It is this 
enlarging of the Umwelt into the Welt which permits us 
to speak of the references opened up by the text — it 
would be better to say that the references open up the 
world. Here again ... writing ... frees us from the 
visibility and limitation of situations by opening up a 
world for us, that is, new dimensions of our being-in- 
the-world (Ricoeur, 1981, p. 202). 


Analogies between great literature and 
economic accounts may seem far-fetched 
but are neither entirely unworthy nor without 
precedent (see March, 1987). Indeed, one need 
only observe how much of the content of such 
literature is devoted to economic experience to 
make good on such analogies, particularly in the 
broad and cultural sense of the economic 
account that we pursue here. In reading a 
Dickens, or a Defoe, or a Flaubert, or George 
Bernard Shaw, for example, one can see 
how the non-ostensive character of the sense- 
reference connection enlightens our under- 
standing of our own.economic experience, our 
own ostensive situation. More -mundanely, 
economic accounts are often widely published, 
describing the economic experiences of people 
at distant times and places in ways directly 
relevant to our own experiences. Journalism in 
a global economy is a good example; so is the 
economically focused music and poetry that 
reveals how our own Western economic actions 
are interconnected with and constitutive of the 
experiences of the poor, of the Third World, 
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and of unborn generations who face the 
miserable prospect of an economically ravaged 
eco-system. In these and other ways, the 
“sense” of the objective conditions of economic 
experience surpasses the constraints of local, 
ostensive reference — “our” world and “their” 
world are seen to share something in common. 


Hermeneutics and intersubjectivity: the 
‘audience of discourse 

In a complex world, economic events, 
considered both in isolation and in relation to 
other events, can influence the quality of lived 
experience for a large number of people. Agents 
of economic events cannot always (or even 
usually) anticipate what these influences will be 
nor can they identify in any totalizing way who 
the individuals affected by their actions are. This 
uncertainty suggests that economic choices 
and actions are morally ambiguous objects of 
reflection and deliberation for economic agents 
confronted with the question “What ought I to 
do?” 

Granting the open-ended and morally 
ambiguous character of this agentive question, 
it is nonetheless reasonable to assume that some 
choices and actions are less morally extensive 
than others. Some actions are understood as less 
enduring and more local than others; that 
is, their influence over experience is both 
transitory and relevant to an identifiable com- 
munity and unlikely to extend to others outside 
of this community. One thinks for example of 
short-term choices and actions that influence 
labor and production in small communities or 
distributive choices and actions (e.g. budgeting) 
that have significant force only for the next day, 
or week, or month. Alternatively, some choices 
and actions endure: for the long-term and 
extend their influence and relevance to 
many individuals. This differential moral ex- 
tensiveness of economic events has its 
hermeneutical correlate, for Ricoeur, in the 
difference between the audience of speech and 
the audience of writing. In speech, there is an 
identifiable and present audience to whom the 
discourse is addressed. This audience places the 
speaker within a singular discourse community 
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in the same way that some economic acts are 
relevant to a community but not to others, Thus. 
Merleau-Ponty can describe the hermeneutics 
of speech in terms of the “common world” 
shared by speakers and their interlocutors: 


In the experience of dialogue, there is constituted 
between the other person and myself a common ground: 
my thought and his are interwoven in a single fabric, my 
words and those of my interlocutor are called forth by 
the state of the discussion, and they are inserted into a 
shared operation of which neither of us is the creator. 
We have here a dual being, where the other is for me 
no longer a mere bit of behaviour in my transcendental 
field nor I in his: we are collaborators with each other 
in a consummate reciprocity. Our perspectives merge 
into each other, and we coexist through a common world 
(1962, p. 354; cited in Roberts, 1991, p. 362). 


On the other hand, the model’ of writing 
escapes the limits of an identifiable audience 
inasmuch as the written text becomes available 
to anyone who can read. In Ricoeur’s terms: 


The narrowness of the dialogical relation explodes. 
Instead of being addressed just to you, the second person, 
what is written is addressed to an audience that it creates 
itself. ... The co-presence of subjects in dialogue ceases 
to be the model for every “understanding”. The relation 
writing-reading ceases to be a particular case of 
the relation speaking—hearing. ... In escaping the 
momentary character of the event, the bounds lived by 
the author, and the narrowness of ostensive reference, 
discourse escapes the limits of being face to face. It no 
longer has a visible auditor. An unknown, invisible reader 
has become the unprivileged addressee of the discourse 
(1981, pp. 202-203). 


When one considers the different relations 
between speakers/hearers and authors/readers, 
some interesting issues with respect to 
economic accountability surface. It seems, to us, 
that the relation between giving economic 
accounts and economic accountability has for 
the most part been considered from a moral 
perspective akin to the model of speech. In 
fact, Roberts (1991) has treated speech as 
the paradigmatic model for what he calls 
“socializing” modes of accountability, modes 
that differ from what he calls “hierarchical” 
modes like those conventionally understood as 
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the practices of accountants. Describing socia- 
lizing accountability in terms of relative 
absence of asymmetries of power, face-to-face 
interaction, and an acknowledged interdepen- 
dency between self and other, he explains 
the dialogical character, the hermeneutical 
force, and the moral consequences of giving 
“socializing” accounts as follows: 


... the process is a social one, Those who one happens 
to work with or alongside, become those with whom 
one shares and builds a common interpretation of one’s 
world of work. Journeys to and from work, lunches and 
after work drinks, toilets, corridors, all the unsurveilled 
“back regions” of organizational life serve as locations 
for sach sense-making talk. Through such talk not only 


is the official version of organizational reality penetrated ` 


and reinterpreted, but also it is the basis for a diffuse set 
of loyalties and ties, of enmity as well as friendship, that 
humanize and socialize the experience of work (1991, 
p. 362). 


In situating a dialogical model of accounting 
in the context of work, Roberts is limiting the 
economic account in two ways. First, the 
experience of work is just one among many 
identifiable sociological categories of economic 
citizenship, all of which can be seen as both sites 
where economic accounts are given and sites 
where the model of speech is hermeneutically 
and morally appropriate for theories of account- 
ing. One thinks, for example, of families, local 
communities, churches, clubs, schools, etc., as 
such sites. Attending. to the relevance of 
economic accounts to these sites is an important 
part of moving toward more general theories 
and understandings of economic accounting as 
cultural practice. What these sites have in 
common is a particular hermeneutical and moral 
horizon for which the model of speech is 
the paradigmatic instance of account giving. 
Citizens of these identifiable communities share 
in a sense of social solidarity — not quite a 
consensus with respect to experiences, values, 
beliefs, and desires but atleast a common 
economic, moral, political, and social identity; 
a common “citizenship”. They recognize them- 
selves as members of an identifiable community; 
and, with that, they accept particular substantive 
expectations and obligations that follow from 
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their citizenship. They understand that in 
describing and debating economic questions, 
hermeneutical and moral concerns are limited 
to and identified with particular substantive 
claims that define what it means to be a citizen 
of this particular community. To be a citizen is 
to know that the way in which the teleological 
and deontological character of action will be 
interpreted is, for this community, predictable, 
describable, and presumed somewhat binding 
on agents. 

Attention to the hermeneutical and moral 
horizon of discourse as writing reveals a second 
limitation of Roberts’ ‘attempt to view dialogue 
as the paradigm for discussion of accounting and 
accountability. As we have argued, economic 
choices, events, and actions have influences 
beyond the confines of a local community; and, 
further, questions of the accountability of agents 
canbe raised by these “other” communities 
which an agent may not have even anticipated 
in the course of reflecting upon his or her own 
actions. In Ricoeur’s terms, the model of writing 
recognizes that the meaning of economic events 
is not exhausted by the relation between an 
agent and a “local” community just as it 
recognizes that the local community has no 
necessary privilege in “Judging” agents and their 
actions: a 


.. the meaning of human action is ... addressed to an 
indefinite range of possible “readers”. The judges are not 
the contemporaries, but, as Hegel said, history itself. . 
That means that, like a text, human action is an open 
work, the meaning of which is “in suspense”. It is because 
it “opens up” new references and receives fresh 
relevance from them, that human deeds are also waiting 
for fresh interpretations which decide their meaning. All 
significant events and deeds are, in this way, opened to 
this kind of practical interpretation through present 
praxis. Human action, too, is opened .to anybody 
who can read. In the same way thar the meaning of an 
event is the sense of its forthcoming interpretations, 
the interpretation by the contemporaries has no 
particular privilege in this process (Ricoeur, 1981, pp. 
208~209). 


The absence of such “privilege” precludes 
treating the model of speech as the universal 
paradigm of accountability discourse. 
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The hermeneutics of distanctation 

A discursive practice like giving economic 
accounts is, for purposes of this essay, a practical 
response to “a general need for making our own 
what is foreign to us” (Ricoeur, 1976, p. 43). 
Therein resides the hermeneutical problem, a 
problem of making “one’s own” what was 
“alien” through deploying language to donate 
meaning, intelligibility, and understanding to 
lived experience which is, qua experience and 
sans discourse, meaningless and unintelligible. 
The notion of giving economic accounts per- 
forms this sort of hermeneutical function for 
those aspects of experience that we understand 
as the economic, aspects that always and already 
are situated in the context of moral experience 
(recall Niebuhr). sO 

Ricoeur has given us one way to structure this 
hermeneutical problem; specifically, he shows 
how the model of speech and the model of 
writing form very different horizons for the 
hermeneutics of human action. These different 
horizons are revealed by working through the 
hermeneutical implications that follow from 
attention to the event character of discourse, to 
the differential force of speakers and writers 
over the production of meaning, to the different 
“worlds” to which speech and writing refer, and 
to the different concepts ofaudience that inform 
the model of speech and the model of writing. 
These structural properties of discourse have 
their hermeneutical correlates in two principles 
that Ricoeur evokes — appropriation and 
distanciation. 

Appropriation is the telos, the end that 
discourse seeks — it is the “making one’s own” 
what was “alien” through the struggle and the 
practice of producing meaning, intelligibility, 
and understanding. Thus it is a hermeneutical 
concept central to any model of discovery or 
learning, of understanding, indeed of growth or 
what Ricoeur terms “the extension of self- 
understanding” (1976, p. 43). 

How are we to understand the accomplish- 
ment of appropriation? For Ricoeur, at least for 
that aspect of his work addressed in this essay, 
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the answer resides in attention to the structural 
properties through which the dynamic inter- 
actions that we call discourse transpire. These 
structural properties find their paradigmatic 
instances (and extremes) in the model of speech 
and the model of writing, and they find their 
hermeneutical equivalent in what Ricoeur terms 
the concept of distanciation — the dynamic 
effort to situate the struggle to appropriate 
within particular spatial and temporal horizons 
that become productive of certain kinds of 
meaning but not of others. 

In this section of the essay, in an admittedly 
brief and underargued way, we have suggested 
that accounting theorists may look toward the 
structure of discourse as a way to begin to 
reconceptualize accounting as a much broader 
human practice than conventional notions of 
accounting can accommodate. We have sug- 
gested that the hermeneutics of the economic 
account can be understood in terms of the 
different distantiative possibilities of speech at 
one extreme and of writing at the other. We 
have seen how hermeneutical consequences of 
economic accounts depend upon various 
configurations of (1) the event character of 
economic experience, (2) the subjectivity of 
economic actors and economic agents, (3) the 
objective conditions (the world) of economic 
experience, and (4) the audience to whom an 
economic account is addressed. In this way, we 
were able both to keep the full range of 
possibilities for substantive claims and conclu- 
sions available to those who participate in giving 
and receiving particular economic accounts, as 
well as to make particular arguments about 
how these various: accounts will function 
hermeneutically. By attending to the herme- 
neutical implications of the structure of dis- 
course, we were able to think with but beyond 
Niebuhr; that is we were able to accept his view 
of the cathecontic and discursive character of 
concerns with responsibility and accountability 
but then move to show how the understandings 
that follow from these concerns are conditioned 
by the structure of discursive events. 
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LIMITATIONS, SPECULATIONS, AND A 
RETURN TO THE BEGINNING 


There are at least two major limitations of this 
essay. The first is the absence of any sustained 
attempt to engage with concrete acts of 
economic accounting as currently understood. 
Refusing such an engagement follows from our 
desire to keep the available empirical domain 
of the economic account maximally open; that 
is, a concern to avoid any substantive claims that 
might limit the economic account to this or that 
class of speakers (writers), this or that economy, 
this or that culture, this or that audience. But, 
that desire for maximal openness with respect 
to the question of what accounting is and what 
it is not leaves us unable to. inquire critically 
into concrete acts of economic accounting as 
we settle instead for broadly theoretical and 
philosophical claims about how understanding 
emerges from quite abstract and stylized 
regimes of possible accounts. 

Asecond limitation follows from the partiality 
and limited character of this essay as a study 
in hermeneutics. Hermeneutics is of course 
concerned with how understanding emerges 
through discursive practices. The relation 
between human understanding and discourse is 
the concern of this essay. But the question of 
how the structure of discourse conditions 
understanding is just a preliminary step. in a 
broader hermeneutical agenda, an. agenda 
ultimately focused upon how individuals under- 
stand their Zives, their “selves”. It is in this 
sense that Hans-Georg Gadamer can speak of 
hermeneutics as the heir apparent to practical 
philosophy, and we have done little in this essay 
it the way of inquiry into \the way in 
which economic accounts mediate individual 
understandings of real individual lives. 

Along with Alasdair MacIntyre and Ricoeur, 
we would suggest that moving beyond the 
structural claims advanced in this essay can 
benefit from attention to the narrative character 
of discursive events. Indeed, Ricoeur’s. later 
work turns to the paradigm of narrative (1984, 
1985, 1988. See also the collection of essays 
in Kemp & Rasmussen, 1989). A narrative 
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approach to economic accounts would view 
such accounts as stories within which indivi- 
duals are major characters in their own 
accounts, minor characters in the accounts of 
others. These narratives have temporal horizons; 
they have beginnings, middles, and ends. They 
have social horizons; they have economic 
horizons; institutions influence them. They have 
temporal dimensions, as economic events are 
described and explained in terms of both 
proximal and distal events that surround them. 
The temporality of narrative suggests that the 
concrete practice of giving economic accounts 
does not follow the stylized distantiative 
character of speech or of writing but instead 
tacks between the two as distal events are used 
to situate proximal actions historically and 
speculatively. The present and the proximal are 
understood as influenced by and situated within 
the actual events of the past and the anticipated 
events of the future.,Put in moral terms, 
understanding the agency of contemporary 
actors demands understanding of the historical 
situation that makes current action possible as 
well.as the teleological and future horizon that 
donates moral purpose to agents and their 
actions. It is at the linguistic level of narrative 
that the complex interactions between actors, 
other humans, social institutions, and -the 
temporal dimensions of experience can be 
revealed discursively and come to surpass the 
static conceptualizations of speech and writing. 

To conclude, we will return to the question 
that motivated this essay —— the question of the 
human, of the self.. With Schweiker (1993), 
we would view the economic account as a 
discursive medium through which humans 
come to understand the moral-economic 
dimensions of their lives and thus come to 
understand something about the meaning of 
their lives, their “selves”. These accounts 
take many forms depending upon who the 
participants in economic accounting are, what 
language they speak, what values, beliefs, and 
desires guide their thoughts and actions, and the 
particular histories, economies,. and societies 
that constitute them as humans, as selves with 
particular identities. 


ACCOUNTING AS CULTURAL PRACTICE 


But though economic accounts take ‘on 
diverse forms, two general claims seem appro- 
priate to conclude this essay. All of us give and 
receive economic accounts, and all of us depend 
upon such accounts to donate intelligibility, 
meaning, and understanding to the moral- 
economic dimensions of both our selves as well 
as others. This essay has made an initial foray 
into one aspect of such account giving — the 
relation between the structure of economic 
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accounts and the hermeneutical possibilities 
that follow from that structure. Thus the essay 
joins Roberts (1991) in pursuing a broader 
sense of the “possibilities” of accountability. 
Those possibilities are exciting and important. 
Actualizing them depends upon whether or not 
academics interested in the economic account 
can escape the image of “accounting” as made 
in the image of the “Accountant”. 
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ACCOUNTING AND THE INTERPRETIVE ACT* 


RICHARD J. BOLAND Jr 
Case Western Reserve University 


Abstract 


‘The structuration theory of Anthony Giddens has been employed by Macintosh & Scapens (Accounting 
Organizations and Society, 1990, pp. 455-477) to argue that management accounting systems are the 
interpretive schemes, facilities and norms used by managements to make plans, take actions and control others 
in organizations. A study of managers reading management accounting reports challenges that image, and shows 
managers to be more potent and inventive creators of meaning than Macintosh and Scapens would suggest. As 
readers of management accounting reports, managers draw from a wide range of interpretive schemes, facilities 
and norms in making their interpretations. Management accounting systems may mediate this interpretive 
process, but they can do so in surprising and unexpected ways. 


The interpretive act is a ‘universal condition of 
our being in the world (Gadamer, 1976). Each of 
us is continually involved in giving meaning to 
the stream of events, encounters and activities 
‘that fill our days (Weick, 1979). The meaning of 
our actions and of those around us is something 
we make: it is’ an interpretation and not 
something that is simply given to us. The making 
of meaning through interpretation is a skilled, 
personal accomplishment (Giddens, 1979), and 
the meanings we make are always tenuous and at 
risk. The meanings of things change for us and 
meanings that endure do so because ofa series of 
interpretations we have made to produce and 
reproduce them over time. 

Hermeneutics is the study of interpretation, 
and uses the central metaphor of “the text” to 
help develop our understanding of the inter- 
pretive act (Boland, 1989a, b). Hermeneutics 
initially concerned the problem of interpreting 
ancient religious texts (Palmer, 1969), but has 
come to refer to the general problem of textual 
interpretation and to incorporate the metaphors 
.of “the situation as text” and even “action as 


text” (Ricoeur, 1981). From a hermeneutic 
perspective, we are always confronting an alien 
setting in which meanings are unclear and a 
“reading of.the situation” is required. Account- 
ants engage in the interprétive act as both 
readers and writers of organizational texts. 
Accountants make interpretive readings of an 
organizational situation as a basis for writing 
records and reports. Accounting reports, in turn, 


„are read by managers and others as they try to 


make an understanding of organizational situa- 
tions. The interpretive act of interest to this 
paper is the latter one, the reading of accounting 
texts by managers. It looks at how organizational 
actors give meaning to ‘accounting texts, in 
order to better understand what accounting 
texts are and what is at stake in writing them. 


STRUCTURATION AND THE INTERPRETIVE 
ACT 


The theoretical grounding for ‘this analysis is 
the structuration theory of Anthony Giddens 


* Thé author appreciates fielpfal comments from Jere Francis, Ted O'Leary and four anonymous reviewers on earlier drafts of 


this manuscript. 


125 


126 


(1979). Macintosh & Scapens (1990) have 
presented a valuable summary of structuration 
theory in the accounting literature and it will not 
be duplicated here. Briefly, however, structura- 
tion is an approach to understanding the social 
world that replaces the traditional dualisms of 
social theory with a duality of reciprocal 
interdependences. By dualism, Giddens refers to 
the way in which traditional sociology takes 
central concerns such as understanding the indivi- 
dual and understanding society to be separate 
theoretical domains. As a result of the dualism of 
individual and society, traditional sociology 
portrays social structure as something that exists 
independent of human action, imposing on it 
from the outside, shaping it as a mold shapes 
clay. In place of these dualisms between separate 
realms, Giddens poses a “duality of structure”: 


By the duality of structure, I mean the essential 
recursiveness of social life, as constituted in social 
practices: structure is both medium and outcome of the 
reproduction of practices (Giddens, 1979, p. 5). 


Rather than accepting the existence of a social 
structure which stands apart from individuals 
and shapes their actions, Giddens argues that 
“action and structure presuppose one another 
.-.” (1979, p. 53, emphasis in original). Social 
structure exists only in so far as it is instantiated 
in the action of individuals. Individual action, in 
turn, takes place with a skillful, reflexive 
monitoring that draws upon an actor’s know- 
ledge of the structuring properties of social 
systems. In drawing upon these structuring 
properties, or modalities, the individual repro- 
duces them. They are recursively present as 
both the medium and the outcome of action. 
Giddens’ structuration theory is thus a her- 
meneutic theory in that it emphasizes the actor’s 
continual effort at sense-making as the instantia- 
tion of social structure. Whether viewed as 
medium or as outcome, structure is only present 
during the hermeneutic, interpretive act. 

Giddens distinguishes three modalities of 
structuration, or three dimensions of the rules 
and resources that actors draw upon in accomp- 
lishing the interpretive act. They include: 
interpretive schemes, or “the core of mutual 
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knowledge whereby an accountable universe 
is sustained” (1979, p. 83); norms, or the 
“actualization of rights and enactment of obliga- 
tions” (1976, p. 86); and facilities, or “repro- 
duced relations of autonomy and dependence in 
social interaction” (1979, p. 93). Viewed as 
institutionalized practices, interpretive schemes 
give rise to our modes of signification, norms 
give rise to our modes of legitimation and 
facilities give rise to our modes of domination. 
As Giddens points out, these modalities are not 
isolatable. phenomena, but are intersecting 
dimensions of the wholeness of institutionalized 
social practices. The interpretive act invokes 
understandings from all three dimensions as it 
reproduces them in action. Any interpretive act 
is based upon personal understandings as to how 
familiar images and metaphors are to be used in 
interpreting events, how power relations are 
manifested in a particular situation, and what 
norms of morality, law and custom are to be 
honored. 

Macintosh & Scapens (1990) used Giddens’ 
structuration theory to reanalyze a case study. of 
university budgeting originally presented by 
Covaleski & Dirsmith (1988). Even though 
Macintosh and Scapens ask. the reader to 
consider Covaleski and Dirsmith’s discussions of 
“actions by the university” and “actions by the 
state” to be referring to the.action of individual 
administrators and politicians (1990, p. 463), 
the data do not really allow us to see the 
“knowledgeable, purposive human actor” (1990, 
p. 463) who is producing and reproducing social 
structure through management accounting prac- 
tice. The institutional perspective that informed 
Covaleski & Dirsmith (1988) can at best be used 
to view structuration from a distance. As a result 
of this view from a distance, management 
accounting is portrayed by Macintosh & Scapens 
(1990) as a monolithic set of structuring 
properties. Viewing meaning at the institutional 
level leaves little hope for seeing the individual 
actor engaging in the responsible creation of 
meaning so central to structuration theory. 
Macintosh and Scapens summarized the relation 
of management account systems to structura- 
tion theory in fairly strong terms, as follows: 


ACCOUNTING AND THE INTERPRETIVE ACT 


Modalities 
Interpretive schemes 
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Management accounting role 


“Management accounting systems are the interpretive schemes which management use 


to interpret past results, take actions, and make plans” (1990, p. 462). 


Norms 


“Management accounting systems communicate a set of values and ideals about what is 


approved and what is disapproved; ...” (1990, p. 462). 


Facility 


“Management accounting systems are a facility that management at all levels can use to 


coordinate and control participants” (1990, p. 462). 


This paper hopes to complicate that image by 
looking more closely at individual actors as they 
read management accounting reports, make 
choices and give reasons to justify their choice. 


It seeks to reveal what is lost when structuration. 


is viewed from a distance, namely, a sense of the 
interpretive power of the individual actor. To 
say that “management accounting systems are 
the interpretive schemes” denies the symbolic 
quality of discourse and interpretation. To say 
that they “communicate -a set of values and 
ideals” exaggerates their power for establishing 
a context that determines meanings. To say that 
they can “coordinate and control participants” 
overlooks the ambiguity and need for interpreta- 
tion in understanding power relationships. In 
contrast to Macintosh & Scapens (1990), this 
paper views structuration theory up close, in 


order to reveal the openness of possibilities for ` 


the actor to make both contexts and meaning 
with management accounting reports. 

As regards the openness of meaning in the 
interpretive act, Giddens takes care to distin- 
guish among signals, signs and symbols. A signal 
is a communication with a fixed and mechanical 
relation between a stimulus and its response. A 
sign, on the other hand, exists as communication 
only in social practice; its meaning is mutable 
and attached to it only in the context of its use 
(Giddens, 1979, pp. 98-99). 'A symbol, in 
contrast, always goes beyond the apparently 
literal meaning-in-context of a sign and points to 
other meanings through the metaphoric quality 
of language and thought (1979, p. 107). Drawing 
on Ricoeur, Giddens reminds us that the 
symbolic order through which the discourse of 
structuration is achieved is one that relates “the 
multiplicity of meaning to the equivocalness of 
being” (1979, p. 108). In the interpretive act, we 


go beyond the mere use of signs, and operate in 
the symbolic realm of creating new interpreta- 
tions. So we should expect that knowledge of 
context alone will not provide us adequate 
insight into the meanings of actors. Human 
actors are symbolic beings, always going beyond 
the given signs and immediate context, making 
metaphoric connections with new possibilities 
for meaning. 

Even context, so often taken to be final arbiter 
when multiple meanings are evident, is not 
something found outside and apart from human 
agency. Rather, the actor is constantly making 
the context that will be used for interpretation: 


In the productions of meaning in interaction, context 
cannot be treated as merely the “environment” or 
“background” of the use of language. The context of 
interaction ts in some degree shaped and organized as 
an integral part of tbat interaction as a communicative 
encounter (Giddens, 1979, pp. 83—84, emphasis in 
original). 


Management accounting systems are not the 
monolithic modalities of structuration that 
Macintosh & Scapens (1990) suggest. Viewed 
up close, management accounting systems are 
but one Of a set of rules and resources available 
to actors. Actors draw selectively and skillfully 
from this set in the reflexive monitoring and 
rationalization of conduct. Elements are drawn 
upon in order to create the context for 
interpretation of an-encounter as well as to 
search symbolically for the meanings they might 
point to beyond their apparent literal use-in- 
context. The interpretive schemes provided by 
Management accounting are present only as 
actors draw upon them in situated practice. An 
actor’s power to determine the ,context “of 
interpretation for an encounte¢ and to deal™, : 
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symbolically with the otherwise literal elements 
of management accounting is lost from sight 
when we view structuration from a distance. 


THE MILNE EXPERIMENTS: AN EMPIRICAL 
INSTANCE OF MAKING AND READING 
ACCOUNTS 


An empirical study by Ronald Milne (1981) 
provides an instance of the making and reading 
of management accounting reports that I will 
use for an analysis of accounting and the 
interpretive act. Milne created a set of account- 
ing reports about the performance of two 
divisional personnel managers as part of an 
experiment on budget slack. In the study, 67 
mid-career managers analyzed management 
accounting reports and decided which of the 
two Divisional Managers should be promoted to 
the position.of Corporate Director of Personnel. 
The managers who participated in the study 
worked full time and attended “Executive MBA” 
classes one day per week. Milne’s study was 
based on a decision-making exercise that was 
part of their course work. 

The accounting reports contained financial as 
well as task performance measures. Milne used 
two sets of accounting reports in his study. In 
one set, the accounting reports were without 
budgets and contained financial results that 
showed just actual expenses for the period. The 
other set of reports were with budgets, and 
showed the same actual expenses and also 
budgeted expenses, side’ by side. ‘The reports 
with budgets showed each of the divisional 
managers to have actual expenses equally close 
to their budgets, although the total expenses for 
the two managers were quite different. Acopy of 
the case instrument. and accounting reports 
from the Milne study is shown in Appendix.A. 

The case instrument states that the two 
managers have no qualitative differences ‘in 
personalities or managerial styles, and that their 
two departments “are remarkably comparable 
in terms of number of employees serviced, 
employee™ turnover, training requirements, 
complexity of recruiting, and general work- 
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load”. On 57 activities determined to be 
“necessary and sufficient for the support of both 
the individual divisions and the achievement of 
the corporate goals”, each performed satis- 
factorily, although one candidate, called East, 
had more Satisfactory Plus ratings. East also is 
shown as having performed more unspecified 
“additional” activities that were neither required 
nor necessary. On the other hand, the financial 
performance data show the other candidate, 
called West, spending less money than East 
( $459,000 for West, $754,000 for East, in 1980). 

Milne proposed that East represented budget 
slack because East did more things than were 
necessary and consumed more resources than 
were necessary to perform the equivalent 
function to West. Milne was interested in budget 
slack and motivation theory, but I am not going 
to discuss the purpose or findings of his study. 
Instead, I will use some data from his study as an 
instance in the reading of accounts. Fortunately 
for my purposes, Milne asked the managers to 
give reasons for their decision to promote either 
East or West, but did not analyze those 
responses. I will make an analysis of how his 
managers read and interpreted Milne’s account- 
ing reports as evidenced by their written 
reasons. This will provide empirical examples of 
the interpretive actas it occurred in the reading 
of these accounting reports. Finally, the exis- 
tence of accounting texts with and without 
budgets allows us to look at differences of 
interpretation in the presence of a-budget and 
hence to draw-inferences on the way a budget 
does or does not affect the making of meaning 
with accounting ‘reports. 

Before presenting my reading of the interpre- 
tations of Milne’s managers, it should be noted 
that there is reason to believe that the presence 
ofa budget as an elaboration to these accounting 
reports does appear to change the way the 
reports are interpreted. Figure 1 shows the shift 
in preference for promoting East versus West 
with the presence or absence of a budget in the 
accounting system. In the absence of a budget, 
the managers were equally divided between 
promoting East.as opposed to West. With a 
budget. category added: ‘to: the-raccounting 
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Total ` 39 28 67 


X = 2.84 (1 d.t.), Sig. at .10 


Fig. 1. Frequency of promoting East versus West by budget 
condition. 


reports, however, there is a pronounced shift 
toward promoting East, with 70% of the readers 
choosing him for promotion. This shift in 
preference is significant witha chi square test at 
the 0.10 level, and suggests that the way 
experienced managers make interpretations: of 
accounting reports changes when the account- 
ing system includes a budget category. This shift 
in their ways of making sense of the accounting 
reports encouraged me to make an interpretive 
study of the explanations they gave for their 
choice in order to unpack the different interpre- 
tive structures at work and their relation to the 
two accounting systems. 


THE INTERPRETIVE ACT’ OF READING 
- ACCOUNTS i 


There are twọ approaches to making an 
interpretive reading that I will be employing 
here. In the first approach, I will take a few 
examples of the readings made by the managers 
in Milne’s study, and will examine how they 
made an interpretation of these reports. I will go 
through them carefully, line by line, trying to 
interpret the way they made their interpreta- 
tions. This will be a double hermeneutic in the 
sense of Giddens (1979). After this look at a few 
examples in detail, I will discuss the results of a 
content analysis in which the full set of readings 
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were coded for the kind of interpretive strate- 
gies they displayed. Here, comments the readers 
made about budgets are also identified and 
discussed. 


Six readings close-up 

The readers chosen for the first, detailed 
interpretation represent selections from the 
with-budget as well as the. without-budget 
conditions of Milne’s study, showing some who 
chose East as well as some who chose West. The 
managers had first made their choice of which 
candidate to promote, and were then asked to 
“provide the reasons for [their] decisions”. The 
selections below are from those written reasons 
given by the readers. For each reader, the entire 
response is first reproduced in bold-faced type, 
followed by a phrase by phrase interpretive 
analysis. After the six subjects have been 
presented and ees an overall summary will 
be made. 


Reader A: no budget, choosing East 

East appears to be innovative and re- 
sourceful. I would like the company to 
grow and I feel that East would be more 
likely to facilitate that end result. He more 
than achieved double the extra activities 
without doubling the cost. He takes risks 
within his department but they appear 
calculated to achieve outstanding results. 

East appears innovative and resourceful. 
The reader begins by making personal attribu- 
tions about the character of East. East comes 
alive for this reader as a personality type that will 
be used as an interpretive scheme. This attribu- 
tion of personality is also an implied statement of 
norms, and.identifies some: important qualities 
desired in a candidate for promotion. The 
personality attributed to East.combines a crea- 
tive quality of innovation with an economic and 
technical quality of using resources wisely to 
achieve his ends. Doing new things is good as is 
being productive with resources at hand.. The 
active, willful individual is seen as an origin of 
change in the organization and thus is a source of 
power. 
- I would like the company to grow. Here, the 
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reader both invests the text with her own 
desires and personal intentions and also declares 
a criterion for judging the success of the 
company. This reflects a level of personal 
involvement and an emotional commitment that 
seems unusual from the reader of an accounting 
report. An organic metaphor provides an inter- 


pretive scheme for valuing plenitude, develop-: 


ment and action which are again implied sources 
of.power. 

And I feel that East would be more likely to 
facilitate that end result. This is another 
statement of personal involvement and feelings, 
completing a chain of argument built upon 
sentiments and qualitative reasoning that go 
beyond anything immediately available in the 
coolness of the numbers. These qualitative 
elements are coupled with a quantitative one to 
close the argument. Relying on the personal 
qualities of East, she declares her own desires for 
the company, and presents a calculation of 
likelihood to link the two feelings together in a 
quantitatively rational conclusion. A high value 
on functional, goal-oriented behavior is implied 
by the calculation. The individual actor is once 
again portrayed as a source of power “in 
stimulating and guiding the growth of the 
organization. 

He more than achieved double the extra 
activities without doubling the cost Here we 
see a continuation of the themes of calculation, 
and resourcefulness. This is also an implied 
declaration of the importance ‘of “extra” not 
only as an indication of innovation but of 
economic value as well. The economic value is 
judged:on a scale that equates number of extra 
activities with quantity of dollars in-a simple 
ratio. A machine metaphor is implied by using 
input/output efficiency as a basis for judging 
goodness and value. 

He takes risks within bis department but they 
appear calculated to achieve outstanding 
results, The reader returns again to the inner 
qualities of East as a personality type in an 
argument that has switched back and forth from 
his life as a creative spirit to his life as a rational— 
economic agent. Again there is an implied claim 
that risk taking (like innovation and resourceful- 
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ness) is a valued quality in a candidate for_ 
promotion and is positively associated with her 
desire for making the company grow. Earlier, 
attributions were made about East’s quality as a 
creative, innovative being, this is now comple- 
mented by claims about his ability as an 
intentional, calculating agent. East’s innovation 
and risk taking are normatively desirable, 
especially because of the economic rationality 
they manifest. 

Personality type and images of economic 
efficiency have provided a mixture of interpre- 
tive schemes in which both East’s actions and its 
outcomes are declared to be good. Once again, 
the individual is portrayed as an autonomous 
author of action, and thereby a source of power, 
but the individual is also subject to criteria of 
economic efficiency. 


Reader B: no budget, choosing West 

Manager West appears to get results by 
motivating people. Manager East gets results 
by paying higher salaries (or more over- 
time). While the additional cost may be due 
to. overtime on all the extra activities, basic 
tasks and resulting efficiency is what I 
would look for from a non-operating depart- 
ment such as “personnel”. Dollars are also, 
to me, the best indicator of efficiency 
because they weren’t budgeted and hence 
not subject to review and manipulation by 
managers. 

Manager West appears to get results by 
motivating people. Manager East gets results by 
paying bigher salaries (or more overtime). 
Here the reader brings both managers to 
life through the numbers in the reports. Dis- 
tinct personality types are attributed to East and 


.West to be used as interpretive schemes. Not 


only are qualities as persons attributed to them, 
but also strategies for managing departments, 
relations with employees, and reasons for their 
different performance levels. West’s ability 
to excite inner motivation in his employees 
is implied as normatively superior to East’s 
reliance on money as a motivator. 

While the additionai cost may be due to 
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overtime on all ibe extra activities. Basic tasks 
and resulting efficiency ts what I look for from 
anon-operating department such as personnel. 
The reader engages in a mild counter-argument 
with the text, recognizing that the text, if it 
could speak, would be able to offer another 
“explanation” of sorts for the difference in 
costs between East and West. The reader 
brings his own context to the abstracted re- 
ports and enriches their organizational setting 
by anticipating and defusing this alternative 
reading. 

The reader asserts his own standards for 
interpreting the text. He clarifies the context as 
being a non-operating or service unit and 
declares that the 57 basic tasks are the only ones 
he will take seriously, implying that the “extra” 
activities will be ignored. 

The reader refines the familiar machine image 
for an organization with a “system” interpretive 
scheme distinguishing central, core activities 
from peripheral, boundary activities. -In this 
context, core activities are good and peripheral 
activities are diversionary. 

Dollars are also to me the best indicator of 
efficiency. Because they weren’t budgeted and 
bence not subject to review and manipulation 
by managers. The reader further refines the 
factors he will take seriously as he declares the 
importance of the number of dollars spent by 
each manager as a measure of efficiency. 
Minimum expense on core activities is good, and 
represents maximum efficiency. 

_Here the reader displays a critical capacity and 
expresses suspicion toward accounting report- 
ing systems. He is aware not only of the nature of 
the text he is reading, but of other texts he could 
be reading, had they been generated by account- 
ing systems with different reporting features 
than this one. This is a further, and’ quite 
sophisticated creation of context that brings this 
report back not only to the conditions of its 
writing, but reunites it with the larger field of 
possible accounting systems in which it was 
written. 

The reader overlays the machine and system 
images introduced above with another interpre- 
tive scheme, one of politics in the organization. 
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In this additional interpretive scheme, budgets 
are occasions for politics and politics subverts 
truth. The absence of a budget is thus good and 
makes the dollars in the accounting report more 
reliable as an “indicator of efficiency”. 


Reader C: budget, choosing East 

The most important selection criteria 
was activities performed in addition to the 
standard 57. Typically, home office per- 
sonnel departments get the tough problems 
bumped up from below. A good manager 
must be able to juggle a lot. Such a quantity 
of extra activities may indicate East is 
operating out of his department’s scope — 
but it also indicates East is much more of 
a “go-getter” than West. 

The expense data also indicated East 
was more aggressive — obtaining higher 
salaries and more equipment than West. 
Since such expenditures are normally 


approved..by higher headquarters, East 


` clearly has a pipeline to the right-ears. 


Least meaningful was the performance 
on the standard 57 activities. East is steadily 
doing better, but West has been consistently 
good. No other data was relevant. But 
personality and management style is very 
important for such a position. 

The most important selection criterion 
was activities performed in addition to the 
standard 57. The reader defines for herself what 
is important and unimportant in the text, 
asserting her.own basis for choice as well as an 
authority over the text. In contrast to the. 
“system” schema and core/periphery norms of 
reader B above, this reader anticipates a norm of 
“more activity is better” from a bureaucratic- 
machine interpretive scheme that will ‘be 
elaborated later on in the reading. 

Typically, bome office personnel depart- 
ments get the tough problems bumped up from 
below. The reader makes her own context for 
interpreting these reports by putting them 
against the backdrop cf the organization’s inner 
dynamic. She is setting up a reading based not 
only on the situation being reported upon at the 
divisional level, but also on the organizational 
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setting of the home office and the new position 
being considered there. 

A g00d manager must be able to juggle a lot 
The reader establishes her own criteria for a 
promotion candidate, going beyond the cate- 
gories in the text and calling for attributions 
about their personal qualities. She has taken the 
context of organizational setting that she just 
declared above and has used it todeduce a new 
requirement for the promotion of candidates.- 

‘Such a quantity of extra: activities may 
indicate East is operating out of bts depart- 
ments scope — but it also indicates Bast is 
much more of a “go-getter” than West. The 
reader engages in pests with the text by 
presenting. an alternative reading of it: and, 
countering that alternative reading with a 
deeper, personal attribution about.the character 
of East. In the process, she plays both interpre- 
tive schemes she has drawn upon (personality 
types and bureaucratic-machine) against each 
other, with personality types emerging as 
dominant. , 

The expense data also indicate East was 
more aggressive — obtaining higher salaries 
and more equipment than West. The reader 
, continues to counter a hypothetical other as she 
extends the “go-getter” image into a desired 
quality of general aggressiveness, transforming 
the issue of East’s higher costs into a positive, 
qualitative attribute. East and West are seen in a 
struggle that-is taken out of the confines of the 
accounting reports and reset in the context of 
the organization’s political power system. Once 
again, in the interplay of personality type and 
bureaucratic machine, it is personality type that 
emerges as the dominant interpretive scheme, 
giving final explanation to the anomalies she has 
raised. : G 1 
Since such expenditures are normally 
approved by bigher headquarters, East clearly 
bas a pipeline: to the right ears. The reader 
further develops her interpretation of East as an 
aggressive “go-getter”. Not only has East-beaten 
West in the budget battles, East has established 
himself as a favorite of the higher administration 
— able to get their attention and have them 
listen to his arguments in a way that West is 
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unable to do. These inferences elaborate on the 
interpretive scheme of the individual as psycho- 
logical type in the context of the political 
power system operating within the bureaucratic 
machine. Notice the layering of interpretive 
schemes and contexts that the reader has built 
up in order to give meaning to these reports. 

Least meaningful was the performance on 
the standard 57 activities, East ts steadily doing 
better, but West bas been consistently good. No 
other daia was relevant. The reader completes 
her interpretation by severing her argument 
entirely from questions of performance on basic 
tasks.. In stark contrast to reader B above, she is 
willing to allow West to be seen as comparable 
on this mundane performance level. Instead, she 
‘wants her argument to stand solely on the 
layered context of personality types operating 
within political arenas ofa bureaucratic machine 
which she has created for this setting. 

This reader has thus penetrated to a deeper 
interpretation than the mere categories and 
quantities of the text would allow and has even 
gone so far as to discard that surface level of 
meaning all together. 


Reader D: no budget, choosing West 

I picked the “West” manager because he 
ran a.tighter ship as far as budget was 
concerned and seemed to’ be more time 
organized. If he used the amount of money 
“East” did he would definitely have better 
results. Both had approximately the same 
number of employees but salaries were 
very different. “West” didn’t spend an 
inordinate amount. of time on activities 
other than the required since it is wasteful 
ty ae ae ea 
what is important. 

I picked “West” manager because be ran a 
tighter ship as far as budget was concerned, and 
seemed to be more time organized. Thè reader 
names both his most important factor and his 
choice for promotion with the. captain-and-the- 
sea metaphor. The strong captain with a 
disciplined crew and tight, lean. expenses 
recontextualizes the expense -issue-in West’s 
favor with a dramatic flourish: This frames the 
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larger budget granted to East as bloated and less 
seaworthy, thereby defusing the argument that 
East is favored by the upper administration, as 
presented ‘by some earlier readers. Against the 
sudden storms and unpredictable violence of 
the environment, West is positioned as the one 
who will survive. Seconds count when a fast, 
coordinated response is needed, and East’s 
over-loaded budget would be his greatest 
weakness. This is a particularly rich interpretive 
scheme, bringing out with one phrase a multi- 
layered context for interpretation including 
personality, organization, task and technology 
elements. 

If he used the amount of money “East” did be 
would definitely bave better results. Here the 
reader elaborates his argument by playing with 
history and time. He opens the -possibility for 
other reports, other histories of the organization 
that could have been written, and interprets this 
report in that larger field of possibilities. This 
provides an opportunity for the reader to bring 
West to life and simulate his behavior in these 
other histories, and to claim a knowledge of the 
outcomes based on a knowledge of West’s inner 
qualities. The layering of personality type and 
organization setting as seen in earlier readers is 
here set against a backdrop of hypothetical 
histories as well. Once again though, it is the 
individual's will and intentionality that is domi- 
nant in determining outcomes. 

“West” didn’t spend an inordinate amount 
of time on activities other than tbe required, 
since tt was wasteful given the fact there ts little 
direction as to what is important. The reader 
returns to the interpretive themes of “time”, 
“time efficiency” and “tightness”, as he pene- 
trates deeper into’ Wests psyche and replays 
how -West as ship captain had appropriately 
economized his attention and energy on those 
things he knows, ignoring what was vague and 
potentially irrelevant to the running of a 
disciplined ship. Inthe interplay of personal and 
organizational schemes, the person is dominant, 
but the- reader leaves open the possibility 
that bureauctatic authority could override 
individual initiative as the dominant source of 
power. a 
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Reader E: budget, choosing East 

I selected East because he consistently 
received Satisfactory Plus on a much larger 
number of required activities than West 
did, while holding ALL others at satisfac- 
tory. Secondly, his cost per activity in 1980 
was $9666 compared to $6954.50 per activity 
for West. Though his cost is higher, his 
performance ratings justify the higher cost. 

I selected East because be consistently received 
Satisfactory Plus on a much larger number of 
requtred activities than West did, while bolding 
ALL others at satisfactory. The reader declares 
that there is a significant difference between East 
and West on the activity ratings, noting that East 
raised the performance of selected items with- 
out allowing the performance on other activities 
to be degraded. The reader thereby declares his 
criterion to be “more is better”, as did readers A 
and C above. 

Secondly, his cost per activity in 1980 was 
$9666 compared to $6954.50 per activity for 
West The reader tries to defuse the potential for 
an “excess cost” argument against East by 
making a calculation of average cost per activity. 
This shifts from the simple “more is better” 
machine image and sets the ‘higher activity 
ratings praised earlier into an economic frame of 
analysis. But the analysis is complicated by the 
fact that even with his extra activities, cost per 
activity is higher. i 

Though bis cost is bigher, bis performance 
ratings justify the higher cost. The economic 
calculation of cost per activity is weighed against 
the significant difference in performance found 
earlier, and the difference in performance is 
declared to be worth the extra cost. The reader 
is thus in dialog with the text — noting that the 
quantitative expense of East may, on the surface, 
appear larger, but counter-arguing that qualita- 
tive performance factors can, at a deeper level, 
be brought into the analysis and more than 
balance. the quantitative difference. In the 
confrontation of qualitative and quantitative 
analysis, qualitative seems to have considerable 
power to dominate judgments. The norm that 
“doing extra is good” counteracts a cost per unit 
disadvantage of over 35%!" ” 
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Reader F: budget, choosing West 
Although the Eastern manager does addi- 
tional work and does required tasks better, 
it does not result in superior qualitative 
ce as measured by: (1) turnover; 


(2) productivity; which reflects the quality: 


of the people hired and their managers. 
Therefore, the selection must.be West as 
this manager accomplishes the same using 
less resources (BUDGET). Manager East 
appears to exhibit classic workaholic be- 
havior; many more hours for the same 
results. . 
Although the Eastern manager does additional 
work and does required tasks better, it does not 
result in superior qualitative performance as 
measured by (1) turnover; (2) productivity. 
The reader presents a complex layering of 
quantitative and qualitative dimensions within 
an overall input—output machine schema. He 
argues that the quantitatively higher activity 
ratings are not truly a qualitative difference in 
performance because of an absence of qualita- 
tive differences in overall departmental out- 
comes, as measured by more global quantitative 
measures. Based upon this interweaving of 
quantitative and qualitative factors, the reader 
feels able to declare that the higher performance 
on microlevel activities does not “add up” to a 
higher level of system wide performance. 
Which reflects the quality of the people bired 
and their managers. Here the report is read in 
the context of the human practice in the 
organization. The report is a mirror of the 
personal qualities and individual effort of people 
in the department. Actors are potent and the 
outcome is a direct result of the will and actions 
of the managers and their staffs. 
Therefore, the selection must be West as this 
manager accomplishes the same using less 
resources (BUDGET). The reader asserts that the 
text allows only one reading — promote West — 
as a result of a chain of reasoning that declares 
equal performance for lower cost. Although 
qualitative arguments were used to establish a 
lack of quantitative differences, the interplay of 
qualitative and quantitative factors is closed 
from further discussion with a quantitative 
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argument by calculating a ratio between the 
two. 

-Manager East appears to exhibit classic 
workabolic behavior, many more bours for the 
same results. The reader’s argument does not 
end with a calculation though, and the dialog 
with the text continues as he returns to the 
theme of the personal qualities that lie behind 
the numbers. An interpretive scheme of person- 
ality type is used to label East as a “workaholic”. 
His activity ratings are thus further removed 
from serious consideration as an indicator of 
merit, and are declared to be the result of a 
compulsive behavior on his part — an egocentric 
indulgence at the expense of the company’s true 
need for overall task performance. 


Summary of interpretive strategies of the six 
readers - 


These six readings of the accounting reports 
in Milne’s experiment reveal a number of 
common interpretive strategies. Firstly, although 
accounting in general and these accounting 
reports in particular are highly quantitative and 
analytic in form and tone, the readers interpret 
them by shifting back and forth between 
quantitative and qualitative approaches, alter- 
nating between analytic and symbolic con- 
siderations. They repeatedly shift between these 
two poles, going back and forth as they 
interweave economic calculation with judg- 
ments of the human spirit in making meaning 
with these reports. In so doing, they give 
evidence for what Boland.& Pondy (1984) have 
called the “genuine union” model of the 
interpretive act. 

The characters of East and West are brought to 
life with qualitative interpretive schemes. that 
portray them as personality types. For reader A, 
East is an innovative, growth-oriented risk taker. 
For reader B, West has the inner’ ability to 
genuinely motivate workers toward core tasks of 
the system. For reader C, East -is adept at juggling 
many activities simultaneously, and at using con- 
tacts with higher management to his own advant- 
age. For reader D, West is a disciplined sea captain, 
running a tight ship through changing environ- 
ments. For reader F, East is a classic workaholic. 
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These qualitative portrayals never stand alone, 
though. Quantitative elements follow them to 
legitimize the symbolic meanings. For reader A, 
the risks that East takes are calculated. For reader 
B, an input—output ratio confirms West's ability 
to motivate workers. For reader C, quantities of 
extra activities and budget levels prove that East 
is a “go-getter”. For reader D, the amount of time 
on non-essential activities is an indication of 
waste: For reader F, quantity of extra activities 
becomes proof of East’s personality defect. 

None the less, in the back and forth alternation 
between quantitative and qualitative readings, it 
is the qualitative, symbolic aspect upon which 
final judgment often rests. Reader E, for instance, 
can overturn a dramatic quantitative difference 
in cost per activity with a qualitative justifica- 
tion. Throughout these six readings, it is the 
personalities attributed to East and West that 
determine which numbers or.ratios are appro- 
priate to consider, as well as how they should be 
evaluated. - ; 

Secondly, I would argue that reading the 
reports involves not just an assessment of East 
and West, but also an assertion and discovery of 
self by the reader. The reader confirms a self by 
asserting the standards to be used in making 
these judgments, and unfolds new dimensions of 
an understanding of self through the creative 
description of others and of their social context 
during the reading. 

The readers make the accounting reports 
their own by: breathing life back into the 
managers who are being reported upon in the 
sterile categories, They bring the managers to. 
life as intentional, willful beings, and place them 
in a rich social context of peers, superiors and 
subordinates. I would argue that as. they are 
giving a self to the managers in the reports, they 
are also standing before the text and reading the 
possibilities for being that it opens up in their 
own lives (Ricouer, 1981). When they declare a 


significance in. the text, it is a significance for- 


them. When they see East or West with desirable 
or undesirable qualities, it is the possibilities for 
their own self they are exploring as much as it is 
that of a hypothetical East and West. 

Thirdly, the readers can clearly be seen to 
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create their own context for these reports in 
order to make meaning with them. In Ricoeur’s 
(1981) terms, they appropriate meaning from 
the reports, thereby overcoming the distancia- 
tion that characterizes the text. These reports, as 
with any text, are irretrievably distanced from 
the original meanings intended by their authors 
or by the actors being reported upon. In the 
interpretive act, the reader stands before a text 
that is rich with potential significance and 
appropriates meaning for a self and a world from 
the possibilities it opens to them. Here, we see 
East and West being characterized as complex 
psycho-social beings. The organization is drama-. 
tized as a network of political, social, economic 
and environmental relations. These reports and 
the accounting system that generated them are 
then understood as being embedded in these 
newly created organizational, environmental 
and personal worlds. 

«Having made this personal context for inter- 
pretation, the reader can reject the “obvious” 
and “surface” meanings of these reports, and can 
propose deeper, more subtle and sophisticated 
readings of their meaning. The reader appro- 
priates meaning from them not only in the light 
of this particular self-made context, but also in 
the light of other, alternative histories and 
contexts that could have been constructed for 
them. 

Finally, an overall pattern emerges in which 
the reader of the accounting report is in no sense 
an uninvolved, passive recipient of a clear and 
obvious message that the report is supposed to 
carry. Instead, we see readers declaring that the 
text is both a difficult one to read and open to 
several different readings. They take responsibility 
for the way the text is to be read, declaring 
which parts of it are to be given what weight and 
which parts are to be ignored. Although they do 
make use of calculations as we would expect, 
they surprise us with the way they inject 
themselves and their own concerns. into the 
calculations they make. They take individual 
responsibility for reshaping the raw data in the 
text and reclaiming from it a set of the truly 
important data — that which will be used to 
inform them — and discarding the remainder. 
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They. are able to argue. with the text and they 
imagine other kinds of accounting reports that 
they could have received, and engage ina cae 
with those hypothetical texts as well. 


RELATION TO GIDDENS AND 
STRUCTURATION THEORY 


‘Macintosh & Scapen’s (1990) claims for the 
ability of management accounting systems to 
provide interpretive schemes, moral norms and 
understandings of power do not appear to be 
borne out. Instead, the modalities of structura- 
tion being drawn upon by these readers are 
multiple and conflicting. Images of machines, 
Organisms, political arenas and systems are 
intermixed with those of entrepreneurs, ship 
captains, circus performers, and over-achievers. 
Often, the same reader will use several inter- 
pretive schemes for organizations and several 
different ones for individuals, concurrently. As 
for norms, the readers seem able to value “more 
is better” as easily as “less is more”. They can 
declare basic activities to be all that matter or 
extra activities to be all that they will look at. 

We are only looking at the interpretations 
made by a few readers who are employed in 
corporations in the American Midwest, so no 
claim is being made that the interpretive 
schemes they have drawn upon necessarily 
represent those that a much larger sample, from 
other economic, national or cultural settings, 


would have employed. None the less, all that is- 


needed to challenge the view that “... manage- 
ment-accounting systems are the interpretive 
schemes whith management use in order to 
interpret past results ...” (Macintosh & Scapens, 
1990, p. 462) is to demonstrate the existence of 
readers of management accounting reports who 
actively construct their own context for inter- 
preting them, and who draw upon a variety of 
interpretive ‘schemes, values and understand- 
ings of power in making their interpretations. 
These six individuals show us that management 
accounting reports are open texts and that 
managers are potent and inventive aa R 
of those texts. 


R. J. BOLAND Jr 


Earlier, in the discussion of Milne’s study, Fig, 
1 showed that readers were divided equally in 
choosing between East and West when there 
was no budget, but a decisive majority choose 
East when a budget column was included in the 
reports. The presence of a budget does seem, 
then, to have affected the interpretations that 
readers made in Milne’s study, though not in the 
easily predictable sense that Macintosh and 
Scapens suggested. We will look at these six 
readers for some indications of how their 
interpretations were affected by the budget, and 
then:.compare them to the other subjects in 
Milne’s study. 

Firstly, as Gidden’s suggests, the three modali- 
ties of interpretive schemes, norms and power 
are not distinct realms but are instead insepar- 
ably intertwined in the way our readers make 
meaning with these reports: The readers mix 
interpretive schemes of personality types with 
various images of organization (Morgan, 1986) 
to create a richly textured setting in which they 
can make a reading. They then praise or blame 
the candidates for their actions, but also for their 
motivations, intentions and innate capacities 
and for their relations with higher authorities in 
the organization. In so doing, they intermix 
appeals to norms and moral standards with 
presumptions of power relations and legitimacy. 

Throughout these readings, several tensions 
are apparent. Firstly, there is the tension. 
between the personalities that readers attribute 
to East and West. East is seen as an assertive, 
independent individualist —- he makes new 
things happen and has an entrepreneurial flair. 
West, in contrast, is seen as the quiet, careful 
team player — he doesn’t build up his own 
department unnecessarily, but seeks the greatest 


“economy in performing the basic tasks. This 


tension of personalities reflects an underlying 
contradiction in any organization, namely the 
simultaneous desire for independent accomplish- 
ment by the individual and for.a good common 
outcome for the group, even at the expense of 
individual needs (Aram, 1976; Giddens, 1979). 

Secondly, there is the tension between. the 
individual as a source of power and the 
organization bureaucracy as a source of power. 
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TABLE 1. Descriptions of.East and West (with frequencies) 


Description of East by 

subjects choosing East (1=39) 

is more innovative (1) 
productive (3) 


is a mover and striver (1) 


dynamo (1) 

leader (1) 

excellent manager (1) 

go-getter (1) 

non-quantitative asset (1) 
motivator (4) 

exceptional manager of people (2) 


is deserving of the credit (1) 
doing more for the firm (1) 
helping company grow (1) 
cracking down on staff (1) 
willing to tackle additional problems (1) 
can contribute more (1) 
may be an “empire builder” 
puts more effort into his job (1) 
demonstrating initiative and ambition (1) 


People instigate new activities and make things 
happen in organizations. They guide things 
along and facilitate change. They are clearly a 
source of power in initiating and sustaining 
action. On the other hand, bureaucracy and 
hierarchy in the organization are also a source of 
power as they give explicit or tacit approval to 
individual action and hold significant control 
over budget and resource allocation. 

Giddens (1979) gives considerable attention 
to the contradiction of structural properties that 
is an inherent part of any social system. By 
contradiction of structural properties he-means 
modalities of structuration which tend to be 
drawn upon simultaneously, but have rules that 
work against each other arid set the conditions 
for each other’s failure. Most notably, as-is 
evident in the personalities attributed to East 
and West, the desire of an individual for self- 
assertion and strong ego identity are in conflict 
with the desire for a group with.orderly, co- 


Description of West by 
subjects choosing West (71=28) 
West... 
is more productive (1) 
time organized (1) 
efficient (4) 
“bang” for the “buck” (1) 


is a motivator of people (1) 
better resource manager (2) 


is improving (3) 
consistent and balanced (1) 
doing a good job at a lower cost (1) 
producing under limited conditions (1) 
` getting better percentages (1) 
running a tight ship (1) 


operative functioning. This is closely linked to 
the tension between the individual as a source of 
power and the hierarchy of authority asa source | 
of power. Power is a dialectic relation (Foucault, 
1979; Giddens, 1979) inextricably bound with 
the dilemma of the needs of an individual versus 
the needs of a group (Aram, 1976). Contradic- 
tion, dilemma and paradox are essential features 
of social systems, and the process of structura- 
tion that produces a given social system can be 
expected to be in ‘constant tension from 
multiple, contradictory structural properties. 
Management accounting is but one element in 
this field of structurational possibilities. 

If we look at the full set of 67 readers in Milne’s 
study, we can see the same dynamic of 
contradictory structural features at work in their 
selection of East and West as we saw in the six 
readers we reviewed closely. Both East and West 
are accepted by the subjects as being good 
managers. Beyond that, as shown in Table 1, East 
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TABLE 2. Arguments used by readers (with frequencies) 


1 


Total number of readers 


Promoting East - 
Number of readers promoting East 


Argument used: 
® has more satisfactory plus ratings and more activities 
® he has higher expenses, 
@ but he is a leader, a dynamo, a mover and striver 
@ is not as impressive, needs to work harder 


Comments on budget: 
@ East’s expenses are higher because there was no budget 
© East is aggressive, he won on the budget 

budget was accepted, therefore there is no waste 

East is closer to or below budget 

budget is irrelevant 

East has valuable experience with larger budgets 


Promoting West 
Numbers of readers promoting West 


Argument used: 
West... 
@ has lower expenses, fewer hours 
@ has more “satisfactory” ratings 
@ has met goals, been consistent, and well organized 
© has more satisfactory pluses and extra activities 
® but he exceeds what is necessary 


Comments on budget ots, 
© there is no'budget, therefore no manipulation 
@ East is closer to budget 
@ budgets are similar `_ 


is “progressive”, “knowledgeable”, “diversified” 
and “outgoing”. He is called a “mover”, a 
“striver”, a “dynamo”, a‘.“go-getter”, and a 
“leader who deserves credit” for the work of 
others. He is an “added-asset to the company”. 
West, on the other hand, is called “consistent”, 
“efficient”, “balanced”, and “improving”. He is 
said to “manage time” and resources well. He 
“meets-his goals under limited conditions”. In 
contrast to the flamboyant, self-serving East, he is 
meek and humble. He does what is best for the 
company as a whole ~~ ‘not for himself alone. 
West ‘has thus been brought to life as the 
epitome of the cautious and efficient manager 


Without With 
budget budget 
35 32 
17 22 
17 22 

11 9 
11 12 
4 1 

1 
2 
1 
3 
3 
1 
18 10° 
18 10 
2 3 
15 6 
6 6 
3 3 


whom we presume accounting and budgeting 
systems are intended to support, if not to 
actually create. East, on the other hand, is 
brought to life as the bold, risk-taking entre- 
preneur. East is self-serving but exciting, and 
West is communal but uninspiring. Our current 
mythology tends to attack accounting and 
budgeting systems for fostering a short-term, 
narrowly focused:attention to immediate profits. 
Yet, in. this controlled exercise, we sce ex- 


perienced managers who are torn equally 


between the methodical, efficient functionary 
and the roughish over-achiever when there is no 
budget shown, swing decisively in favor of the 
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individual achievement of East when a budget 
system is added to the accounting reports. 

In structurational terms, the budgeting system 
does appear to be operating as a mediating 
influence in the field of interpretive possibilities. 
The budget does not, however, seem to carry a 
single, unambiguous interpretive scheme that it 
imposes on the situation. Instead, it seems to free 
the reader to draw from available but contra- 
dictory interpretive schemes, norms and facilities 
differently than when there is no budget. Even 
though East consumes more resources than 
West, he is approximately as close to his budget 
as West is, and is thus conferred with a kind of 
legitimacy. Without the budget, the readers of 
the accounting reports split evenly in choosing 
between the two contradictory needs of organ- 
ization that they see in East and West. With the 
budget, they make the unexpected choice of 
East significantly more often. 

The basic argument structures used by 
readers choosing East and West are shown in 
Table 2. They suggest that the underlying 
structures of argument used by readers do not 


change when a budget is explicitly added to the ` 


reports, but the frequency of their choice among 
them does’ change. The argument for West 
emphasizes his lower expenses and satisfactory 
performance. The argument for East emphasizes 
that his extra activities and higher performance 


ratings are worth the extra expenses he incurs. , 


Note that two readers of texts without budgets 
comment on the absence of a budget in making 


their choice. One reader choosing East argues- 


that East's expenses are high bécause there is no 
budget and that he will do better once he has 
one. One reader choosing West (reader B 
above) notes that West's dollar expenses “weren't 
budgeted and hence not subject to review and 
manipulation”. So even in the absence of a 
budget we see readers giving an indication of the 
contradictory meanings it carries. For one it 
promises order through control of excess 
spending; for another it threatens to distort the 
usefulness and truth value of the numbers. 

In the accounting reports that include a budget 
category, where we might expect the modalities 
of structuration proposed by Macintosh and 
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Scapens to be most evident, we continue to see 
readers instead drawing upon a wide range of 
interpretive strategies. Those choosing West all 
note that his budget is smaller for accomplishing 
essentially the same task. This is, I suggest, .the 
interpretive scheme most frequently attributed 
to. budget use — economy, efficiency, goal 
attainment, avoidance of excess and waste. Yet, 
only 10 of 38 readers use-this interpretive 
strategy, significantly less than the 18 of 35 using 
it when the reports had no budget. Indeed, 
significantly more readers promote East when a 
budget is present, and it is often the budget itself 
which they use to justify choosing the higher 
cost manager. Two readers interpret the budget 
as showing that East is aggressive and a well- 
connected winner, one interprets it as legitimiz- 
ing East’s higher expenses, three feel that being — 
close to budget is more important than having a 
smaller budget, one argues that having large 
budgets means that East has more management 
experience and three argue that the budget is 
irrelevant. In the end, 22 of 32 readers of reports 
that include budgets use an interpretive strategy 
that justifies the higher budget of East with 
qualitative attributions of his superior per- 
formance or personality. 


SUMMARY AND CONCLUSION 


The contrasts between East and West, as 
representing individual achievement versus _ 
communal’ self-sacrifice, and power in the” 
individual versus power in the hierarchy, that 
seem to be revealed by the readers of these 
accounting texts, are but two of many contra- 
dictions in organizations. In addition to the 
conflicting demands of individuals versus groups, 
and the dialectic of power relations, organiza- 
tions suffer inherent contradictions between the 
need for stability versus the need for change, the 
needs of the short term versus those of the long 
term, the interests of managements versus the 
interests of workers, and the desire for standard 
policies versus the recognition of unique cir- 
cumstances, to name just a few (Aram, 1976). 
Readers making interpretations of organizational 
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texts, including management accounting re- 
ports, navigate. these contradictions and make 
sense of accounting texts by drawing upon a rich 
and diverse set of interpretive schemes, norms 
and facilities. Sometimes; no doubt, they co- 
incide: with those that. we might typically 
associate with management accounting systems. 
But, as the readers of the accounting texts in this 
exercise show us, managers are more potent, 
active and creative in making meaning with texts 
than our accounting typifications suggest.. ~ 
‘Management accounting reports mean what 
readers of them. make. them- mean. Their 
meaning is dependent on context, but readers 
actively create context and bring it with them to 
the text. Readers use accounting texts to give 
meaning to an organization and its history, but 
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they also use:them to give meaning to their own 
selves and worlds. And for this, we should be 
thankful indeed. What-would organizations be 
like if management accounting systems truly 
were the .interpretive schemes, norms and 
facilities: used by managers in making interpre- 
tations as Macintosh & Scapens (1990) portray? 
Bleaker by far than.we accuse them of being, and 
what is worse, much less interesting than they 
really are. When we view management account- 
ing from a distance, we see institutionalized, 
monolithic sets of meanings being imposed by 
them. But when we view accounting and the 
interpretive act up close, we see the inescap- 
ably symbolic quality. of structuration and the 
actor’s creative, open possibilities for MANDE 
meaning. 
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APPENDIX: CASE INSTRUMENT FROM. MILNE EXPERIMENT 
Promotion selection 
(1) This case situation asks you to do three things: 
a Use the information PAPES in the case to select one of two managers ee considered 
. for promotion. 
(0) Rate each of the managers on a ale of zero to one hundred. 
(c) -Provide the reasons for your decisions. 


(2) You are in a corporate onus office that is physically separei from its. two decentralized 
` operating divisions. Each operating division, call them East and West, has a personnel department 
and the home office has a personnel department as well. The Director of Personnel position at the 
home office is vacant. You are required to select a person to fill this vacant position. You have 
narrowed your search down to the personnel department managers at the two operating divisions. 
You are now faced with making the final selection. The following information is available to you. 
Individual characteristics 
(3) The personnel records of both managers have been reviewed and, though differences exist in 
specific background information, little significance can be attached to these: differences. Both 
managers have excellent performance ratings which were prepared, over several years, by several 
different. divisions managers. Both managers have been interviewed and observed in a social 
situation. Although they exhibit different personalities and have different “styles”, no qualitative 
differences can rationally be assigned to these differences. The home office staff appears to have 
divided preferences, but both managers appear to have about equal support from their own staff. 


Financial 

(4) The home office maintains financial performance data on the two personnel departments. 
Although the two divisions are physically separated by approximately 12 miles, their personnel 
departments are remarkably comparable in terms of number of employees serviced, employee 
turnover, training requirements, complexity of recruiting, and general workload. It is normal 
procedure for home office executives who visit the divisions to report on activities observed. One 
area of concern is if managers fully utilize their physical resources (space, equipment, people, etc. ). 
A review of several past reports on file indicates that both managers fully utilize their physical 
capacity and there are no reports of idle resources. The division personnel department 
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budgets are prepared by the personnel department managers. During the past four years the budgets 
have been accepted as submitted by the managers. Budget and expense data for the Pet four years 
are on an attached page. 


Performance data 

(5) The home office personnel dana routinely collects and records data on tbe 
performance of the two division personnel departments. The home office has identified 57 activities 
which have been determined to be necessary and sufficient for the support of both the individual 
divisions and the achievement of the corporate goals. The company has developed a quality of 
performance criterion which results in each activity ae one of four performance ratings. The 
ratings and their meanings are as follows: 


Unsatisfactory: ' Performance which clearly fails to meet the objective of the specified goal. 
Marginal: Performance which fails to meet the objective, but does make a contribution. 
Satisfactory: Performance which meets all of the requirements of the specified goal. 


Satisfactory Plus: Performance which significantly exceeds the level necessary to meet all of the 
requirements of the specified goal. 


(6) The home office supplements the ratings of the 57 required items by recording activities 
performed by the division personnel departments that are in addition to the 57. required activities. 
Because this optional category of activities is diverse and unspecified, the home office simply 
records the number of such activities and the number of man-hours the divisions devote to such 
activities. 

(7) Both sets of performance data are on an attached page. 
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managers do not prepare or submit budgets. Budgets were attempted in prior years but were 
discontinued by the home office. Expense data for the past four years are on an attached page. 


Performance data 

(5) The home office personnel department routinely collects and records data on the 
performance of the two division personnel departments. The home office has identified 57 activities 
which have been determined to be necessary and sufficient for the support of both the individual 
divisions and the achievement of the corporate goals. The company has developed a quality of 
performance criterion which results in each activity receiving one of four performance ratings. The 
ratings and their meanings are as follows: 


Unsatisfactory: Performance which clearly fails to meet the objective of the specified goal. 


Marginal: Performance which fails to meet the objective, but does make a contribution. 
Satisfactory: Performance which meets all of the requirements of the specified goal. 


Satisfactory Plus: Performance which significantly exceeds the level necessary to meet all of the 
requirements of the specified goal. 


(6) The home office supplements the ratings of the 57 required items by recording activities 
performed by the division personnel departments that are in addition to the 57 required activities. 
Because this optional category of activities is diverse and unspecified, the home office simply 
records the number of such activities and the number of man-hours the divisions devote to such 
activities. 

(7) Both sets of performance data are on an attached page. 
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For both the budget and no budget conditions 








Ratings on 57 required activities 
Ratings-by year Number of activities receiving each rating 
East division West division 
1977: pyre: 
Unsatisfactory ' H 0 > 0 
Marginal . 2 2 
Satisfactory 45 50 
Satisfactory Pius i 10 5 
1978: ` € 
Unsatisfactory 0 0 
Marginal 0 0 
Satisfactory 40 . 49 
Satisfactory Plus 17 8 
1979: ~ ` x 
Unsatisfactory 7 O. "0 
Marginal o 0 
Satisfactory 30 48 
Satisfactory Pius 27 9 
1980: 
Unsatisfactory: 0 0 
Marginal 0 0. 
Satisfactory 27 45, 
Satisfactory Plus 7 30 12 
. Activities performed in addition to the 57 required activities 
East division West division 

Number of Total Number of Total 
Year activities man-hours used activities man-hours used 
1977 8 1160 3 309 
1978 12 1740 5 420 
1979 17 2280 7 605 
1980 21 2740 9 790 
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Budget and actual expense data (thousands of dollars) 


Rast division : West division 
Budget Actual expense Budget Actual expense 

1977: 
Salaries 430 i 417 260 267 
Equipment 69 ` 68 36 . 33 
Other 18 ` 21 _29 31 

Total “a 517 506 325 ` 331 
1978: 
Salaries 590 595 292 i 290 
Equipment 7 67 69 41 39 
Other _13 1 -32 21 

Total 670 675 365 360 

+ j 

1979: 
Salaries 568 564 325 > 329 
Equipment 35 31 47 51 
Other _30 31 _38 _36 

Total 633 626 410 416 
1980: 
Salaries 609 611 365 371 
Equipment 105 107 54 47 
Other _35 36 42 41 


Total 749 78h 461 l 459 
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Expense data (thousands of dollars) 


East division 
1977: 
Salaries $417 
Equipment 68 
Other 21 
Total 506 . 
1978: 
Salaries $595 
Equipment 69 
Other 11 
Total 675 
1979: 
Salaries $564 
Equipment 31 
Other 31 
Total 626 
1980: 
Salaries $611 
Equipment 107 
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Abstract 


v Accounting may well be on its way to becoming the queen of the Human sciences, but, regrettably, if so, this 
will be because it has taken on all the least desirable features of technocratically defined “human” science. 
’ ‘The ‘critics of accounting practice ‘see ‘this and although they differ among themselves, the differences 
between: the critics and the mainstream practitioners (and their “theorists” ) define a chasm. I try to exhibit 
: this by showing that the chasm stems from different assumptions in the philosophy (or theory) of science and 
different assumptions regarding the nature of society. Current criticisms suggest to me a profound pedagogic 
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As: with all-human practices, the ensemble of 
practices which we call “accounting” involves a 
collocation: of beliefs, prior practices and 
materials each with histories, some long, some 
of more recent beginnings. Most of these are 
utterly taken for granted. For example, there 
was the invention of writing, as in Aegean 
-Linear B, an -invention which, importantly, 
allowed for a non-syntactical, non-contextual 
use of language which was admirably suited to 
the first accounting practices.. When humans 
found a way to. represent graphically, out of 
time and out of space, abstracted kinds, quanti- 
ties and relations, “communication”, “admini- 
stration” and “surveillance” took a giant step 
toward what today we think of as accounting 
(Goody, 1986, p. 54; Giddens, 1985, pp. 41-49; 
Foucault, 1977; and cf. Arrington & Francis, 
1989b). But record-keeping is surely not the 
whole of it- Any adequate story would, no 
doubt, include reference to the changing ways 
things have been measured and exchanged and 


how money became a representation of value 
(Tinker, . 1985). It would’ include, then, an 
account: of how these representations were 
themselves represented in systems of account- 
ing. It would surely. include“: reference to 
capitalist development, how, fairly recently, we 
came upon the idea that problems. of allocation 
and distribution were solved by markets, and 
how conflicts and interests generated by these 
developments promoted (and still: promote) 
changes in accounting practices.’ And it would 
include ‘how, even more recently, first in 
Britain, and then elsewhere, “chartered accoun- 
tants” rejected the traditional book-keeping 
role for a néw legitimating role as public 
auditors (Hoskin & Macve, 1986, 1988). To this 
point, until perhaps only the recent past, no 
one, I think, would have thought of accounting 
as a human science. Perhaps even today most 
people think of the accountant as the book- 
keeper, the innocent keeper of the records. But 
surely this is a mistake. Indeed, might it be that 


Recent work by Berry et al. (1984) and Burchell et al (1985) is exemplary concrete “sociology” of accounting and is to 
be warmly endorsed. So too the “genealogical” inquiries of Hoskin & Macve, Miller & O'Leary, and Hopwood. To these 
must be added work in the political economy of accounting, national and transnational. As I suggest, these are indispensable 
and non-competing tasks, for reasons which I hope to make clear. For concrete discussion ‘of some of the stunning 
interconnections between international finance capital, politics and local accounting practices’ in a Third World country, 
see Arroyo (1971). My thanks to Bob Stauffer for the reference. 
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today accounting is not merely a human 
science but that it is rapidly becoming the 
queen of the human sciences, that not only has 
it become “scientific”, but that in today’s 
modern information society, the men and 
women of Coopers and Lybrand, Price Water- 
house, Peat, Marwick et al. are the people with 
the most critical expertize and knowledges of 
society and the modern economic order! To 
see what is at issue here, we need to say more 
about the human sciences, but especially to be 
clear about how, in the modern university, their 
methods and tasks have been defined and 
institutionalized. 


THE MODERN UNIVERSITY AND THE 
MODERN SOCIAL SCIENCES 


As I have argued elsewhere (Manicas, 1987), 
what we think of as the disciplines of the 
modern social sciences emerged only during 
the two decades at the turn of the last century; 
and they emerged, for good historical reasons, 
in the entirely new universities of the United 
States. Prior to this time, America had colleges 
— undergraduate teaching institutions — but it 
had no centers of advanced learning and 
research, either in the sciences or in the profes- 
sions. The curricula of America’s clerically 
dominated colleges owed to the British derived 
(and medievally rooted) division between 
natural philosophy — physics and mathematics 
— and moral philosophy. Professors of moral 
philosophy, often clerics, offered texts which 
might range from Aristotle’s Politics to the 
political economy of John Stuart Mill. The 
centers of learning in Britain, Oxford and 
Cambridge, and in France, the Sorbonne, re- 
mained fixed in medieval assumptions about 
science and learning. Things were different 
in Germany where the University of Berlin, 
founded only in 1810, became the focus for 
Bismarck’s accelerated program of moderniza- 
tion “from above”. The Germans made the 
discovery that university-based science, linked to 
modern industry, could quickly push Germany 
forward. : an ood 
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As in Germany, post-civil war America under- 
went a fantastic capitalist development. In 
marked contrast to Europe, the United States 
had been “bourgeois” from its beginning and in 
contrast to Germany, the state in America was 
weak. But if it thus lacked the legacies of a 
feudal past, including a traditional class-based 
system of authority reproduced in a university 
system which was the instrument of the older 
order, it could have science. When faced with 
the consequences of rapid capitalist develop- 
ment — urbanization, immigration, poverty and 
class war — Americans, proceeding from where 
they were, generated solutions which were 
consistent with both middle-class dominance 
and the middle-class ideology of freedom. 
Shored by some carefully directed violence, 
racist and ethnic politics could easily be joined 
to the politics of economic growth and, in turn, 
both could be joined to technocratic solutions 
to the social problem (Weinstein, 1968; Kolko, 
1967). The creation of the university and the de 
novo institutionalization of the new disciplines 
of the social sciences came to play a critical role 
in this. 

This story, of course, is complex, but the 
critical ingredient was the opportunity seized 
by a new breed of “educational managers” who, 
in cooperation with the corporate liberal 
leaders of America’s largest corporations and 
financial institutions — the Carnegies, Rockefellers, 
Cornells, Hopkins, Clarks, Vanderbilts and 
Stanfords — reconstituted higher education in 
America (Silva & Slaughter, 1984). In some 25 
years, a host of new private institutions came 
into existence. All of these were universities in 
the sense that they had graduate programs 
organized to propel specialized knowledges. 
And in every case, these knowledges were 
specifically technocratic inthe sense that they 
were aimed at the prediction and control of the 
world. Spurred by these changes, the traditional 
colleges of the East reluctantly but rapidly 
transformed themselves into modern universi- 
ties. Nor was interest by government ‘lacking. 
Specifically designed as centers for techno- 
logical creation and dissemination, dozens of 
new’ land-grant institutions: spawned by the 
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Morrill Act of 1862 came into existence. 
Undergraduate enrollments escalated, from 

154,000 in 1890 to 582,000 in 1920, and 
graduate degrees, unknown in the United States 
before the 1860s, went from 2400 in 1890 to 
15,600 by 1920 (McClelland, 1980). 

. This transformation was revolutionary. How- 
ever, it is usually not seen that this develop- 
ment was more than the indispensable material 
condition for what John Dewey called “the new 
body of studies” that emerged out of the 
traditional curriculum of moral philosophy. 
Given the conditions of this development it 
was, as well, a fundamental constraint on what 
this new body of studies was to become. 
Themselves “progressives”, faculties in the 
universities shared in propelling the new 
development. Reinforced by a recently hege- 
monic philosophy of science (below), moral 
philosophers were not reluctant to become 
scientists. But they could do this only if they 
could strip their inquiries’ of pre-scientific 
assumptions and only if they could ‘establish a 
special domain or central problem about which 
they could speak authoritatively. Scientific 
neutrality thus gave them both legitimacy and 
political impact. . 

The struggle to mark out territories became 
easier once it was seen that the game need not 
be zero-sum. Once boundaries had been drawn, 
each could professionalize its own curriculum. 
The awarding of a Ph.D. degree could warrant 
“experts” and at the same time serve to 
maintain disiplinary boundaries. No conspiracy 
was needed. Working with materials at hand, 
the whole business had all the qualities of the 
inevitable. The outcome, the joint work of 
many individuals rationally exploiting oppor- 
tunities which no one had conspired to design, 
was the rapid articulation of disciplines and the 
rapid professionalization of academics. 


THE “DISCIPLINES” OF THE SOCIAL SCIENCES 
America got its first psychological laboratory 


sometime in the 1870s, and by 1904 there were 
48. By 1917, Who’s,Who in Science ‘could 
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report that America had more psychologists 
than England, France and Germany combined. 
At the 1904 St Louis Congress (itself an ex- 
pression of the new legitimacy being acquired 
by social scientists) Columbia psychologist J. 
M. Cattell was clear about the goals for the new 
knowledge. He wrote: 


I see no reason ... why the application of systematized 
knowledge to the control of human nature may not in 
the course of the present century accomplish great 
results commensurate with the nineteenth century 
applications of physical science to the natural worid 
(quoted by Hale, 1980, p. 106). : 


The first graduate program in the social 
sciences was Columbia’s School of Political 
Science, founded in 1880. In the first year of its 
existence (1903) the American Political Science 
Association had 214 members; six years later 
there were 1350 political scientists in America. 
Some 83 of the 135 articles in the Political 
Science Quarterly (founded in 1886) were 
articles of contemporary relevance to problem- 
solvers (Somit & Tanenhaus, 1967). The world’s 
first sociology department was created at 
Rockefellers new University of Chicago in 
1892. The American Sociology Society began 
with 116 members in 1906; it had some 700 by 
World War I. At the same time, the older 
disciplines professionalized and re-articulated 
their professional responsibilities. Thus, the 
‘Statement of Principles” of the progenitor of 
the American Economic Association (founded 
in 1884), asserted that “the conflict of labor and 
capital has brought into prominence a vast _ 
number of problems whose solution requires 
the united efforts, each in its own sphere, of the 
church, the state, and of science” (quoted from 
Mitchell, 1969). More generally, as Hofstadter 
writes: 


The development of regulative and humane legislation 
required the skills of lawyers and economists, sociolo- 
gists and political scientists. ... Controversy over such 
issues created a new market for the books and magazine 
articles of experts and engendered a new respect for 
their specialized knowledge. Reform brought with it the 
brain trust (Hofstadter, 1955, p. 155). `y 
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There were problems and there were oppor- 
tunities, But there were, as well, beliefs about 
science, beliefs being promoted by the voices 
of industrializing science, especially by philo- 
sopher/physicists in Germany and France. This 
is important and needs some development; but 
before turning to this, we should notice that it 
was during this period that accounting took its 
first steps toward becoming one among the 
human sciences. 


ACCOUNTING BECOMES A -HUMAN SCIENCE 


The precondition, taken for many of the same 
reasons that produced the universities and new 
departments in the social sciences, was the 
arrival from Britain of the chartered accounting 
houses which became, in time, today’s largest 
firms (Miller & O'Leary, 1987; Hopwood, 1987). 
Price Waterhouse, a London firm, sent its first 
representative to the U.S. in 1890; Peat, Marwick, 
Mitchell and Co. derives from James Marwick, a 
Scot who opened an office in Glasgow in 1887 
and one in the US. in 1896. The American 
Association of Public Accountants was founded 
in 1887; New York passed the first CPA law in 
1896, requiring licensing after passing an 
examination. Accountants, of course, had re- 


cognized how much their authority would. 


depend on credentials. And like the new breed 
of social scientists, they too stood firm on 
scientific objectivity. Thus, a 1908 editorial in 
the Journal of Accountancy asserted: “The 
science of accountancy makes inquiry into the 
laws determining the money results of business 
operations” (cited by Merino, 1991). In time, it 
‘came to be seen that this kind of legitimacy also 
required a university base. Once in the univer- 
sity, it was easy to deepen and extend the range 
of expertise of accounting students. In this way, 
faculties could respond to new demands im- 
posed by changes in society. 

If we turn, then, to the very recent past, we 
can note that in most states there are minimum 
formal educational requirements which must 
be satisfied before a person can even sit for the 
CPA examination. Indeed, not only is there now 
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considerable interest in extending the under- 
graduate program to five years (vigorously 
promoted by:the AICPA since 1983), but the 
rapid development of programs in “manage- 
ment science”, and of the Ph.D. in accounting, 
designed surely to legitimate the new practices, 
strongly suggests that since the 1960s, the 
practices of accounting have undergone fund- 
amental changes — roughly, from an initial 
conception as a narrow technical subject to a 
broad-based, multi-disciplinary subject critical 
in all economic decision-making. So conceived, 
accounting education needs to include not 
merely traditional subjects, but strong doses of 
economics and behavioral science, and develop- 
ments in computer and information systems, in- 
cluding expert systems, AI and telecommunications. 

I have no doubt that these changes could 
easily be explained as straightforward re- 
sponses to changes in global capitalism and to 
the development of what has been termed an 
information economy and society (Mintz & 
Schwartz, 1986; Montagna, 1986; Miller & Rose, 
1990). Nor do I. doubt that the accountant, 
once a book-keeper and then a credentialed 
keeper of the audit, has now become on easily 
familiar terms a human scientist, perhaps in- 
deed the human scientist most important in the 
information economy. After all, as “guardian of 
records and determiner of value” the accoun- 
tant becomes -in this new world tbe critical- 
player (Foucault, 1977; Baudrillard, 1975). The 
accountant, always a technician, but now 
absorbing and assimilating the resources of 
technocratic sciences, then may rightly claim to 
be the queen of the (technocratic) human 
sciences! 


THE CURRENT DEBATE IN ACCOUNTING 


Viewed in this way we can, perhaps, have a 
clearer picture of the critical arguments surfacing 
in accounting, arguments so beautifully being 
propelled by the contributors to this special 
issue. In the remainder of my paper, I sketch 
what seem to me to be the critical strands in 
this argument, drawing on work by critics from 
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within. The argument has many dimensions — 
epistemological, ontological and sociological — 
and my hope is to show how these are best seen 
as- strands in a fabric, indissolubly linked. I 
would offer that differences, both between the 
mainstream: and its critics and between critics, 
are’ best seen as turning on two sets of 
assumptions, firstly, assumptions about the 
philosophy (or theory) of science and secondly, 
assumptions regarding the nature of society. 
The differences between the mainstream and its 
critics define a chasm. The differences between 
critics, from my point of view, are marginal, but 
they could be exacerbated. That is, there is 
wide agreement among critics that accounting, 
just’ as institutionalized- social science, is a 
profoundly intrusive technocratic and dis- 
ciplinarv ‘practice. Further, there is consider- 
able agreement that these practices depend 
upon assumptions régarding “science”, and 
more generally. “knowledge”. The disagree- 
ments, while genuine, do not, as I hope to make 
clear; stand in ‘the way of cooperative and 
mutually sustaining efforts, both to get a deeper 
understanding and, then, to transform current 


practices. I can begin with a brief Sertch and 


history of the mainstream view. 


NATURAL SCIENCE, TECHNOLOGY AND 
SOCIAL SCIENCE 


Everyone sees that the mainstream view of 
social science assumes an empiricist philosophy 
of science. But it is critical not only to grasp 
exactly what this means, but to see that this 
philosophy became hegemonic only in the late 
nineteenth century. By this time physics, of 
course, had been well established. But its rela- 
tion to technological innovation was unclear. 
Chemistry, but recently come to maturity, 
changed this. Since mid-century, it had become 
industrialized and the source of a host of 

remarkable new technologies, from aniline 
' dyes, to fertilizers, plastics and poison gas. 
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Moreover, while in 1800 electricity was a 
scientific curiosity, a series of discoveries had 
made possible the incandescent lamp (marketed 
in 1879), the first electric power station (1881) 
and the first electric railway (Landes, 1969). To 
this point, there had been no generally accepted 
doctrines about what made a science a science. 
This was settled by the late nineteenth century 
physicist/philosophers mentioned earlier: G: R. 
Kirchhoff, Wilhelm Ostwald, Ernst Mach, Ludwig 
Boltzmann, Henri Poincaré, Pierre Duhem, and 
Karl Pearson, Mach’s British trumpeter. Work- 
ing with materials in older empiricist phil- 
osophical traditions, their views had enormous 
influence. After all, everyone could now see the 
power of the natural: sciences. Surely, if one 
could clarify what made this possible, social 
science might do as well? Indeed, we can say 
that at.the time of their articulation as discip- 
lines, the human sciences were substantially 
constituted in terms of views of natural science 
which had just then become common currency. 

Suppose, however, that these doctrines were 
false, that they. did not give an adequate 
representation of existing practices in the 
natural sciences? There were some who thought 
so, among them Albert Einstein. In his 1933 
Oxford Herbert Spencer lecture he gave this 
advice to students of the sciences: “If you want 
to find out anything from the theoretical 
physicists about the methods they use, I advise 
you to stick to one principle: Don’t listen to 
their words, fix your attention on their deeds” 
(quoted by Holton, 1968, p. 178). But if this is 
just what the social scientists did mot do, then 
might it be that, at their very inception, the 
social sciences were ideologically constituted! 

As we now know, the doctrines of these 
founding philosophers of natural science have 
survived all challenges — until very recently. 
Impelled by developments in mathematical 
logic, they became the foundation for twentieth 
century logical empiricism, from Carnap to 
Hempel? Popper's assault did undermine “con- 


? It is a mistake to suppose that the logical positivism which came out of Vienna in the 1920s defined contemporary social 
science. As indicated, the critical assumptions were already very widely promoted beginning in the 1880s. Vienna 
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firmationism”, but contrary to the still widely 
held view, because he was insufficiently radical, 
Popper did not offer a viable alternative to the 
reigning view of science. Indeed,. as Hines 
(1988): writes, “Popper’s falsificationism bears 
no relation to the way that.things ‘really happen 
in science?” (p. 659). While I cannot argue this 
here, if I'am correct, almost everything of the 
received doctrines of mainstream philosophy of 
science has little to do with the actual practice 
of physical science. Although there were earlier 
efforts to show this, surely Kuhn’s Structure of 
Scientific Revolution (1962) ‘powerfully pro- 
pelled this line of criticism, a criticism now 
very well advanced by a host of studies in the 
history and sociology of science.’ Still, it is easy 
to misconstrue the consequences of this critique, 
in particular to suppose that scientific practices 
in all the sciences lack utterly those virtues in 
terms of which they have secured authority in 
society. As I suggest, it is quite one thing to 
reject the empiricist theory of science; quite 
another to reject. science. altogether. We can 
begin by identifying what seem to me to be the 
most critical assumptions of empiricist phil- 
osophy of science, assumptions which, as I have 
noted, became codified only in the late nineteenth 
century. 


THE CENTRAL ASSUMPTIONS OF THE 
EMPIRICIST PHILOSOPHY OF ea 


Writing in 1906, Duhem. dadya set out the 
-first assumption. He wrote: “A physical theory 
. is an abstract system whose aim is to 
summarize and classify logically a group of 
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experimental laws. without claiming to explain 
these” (Duhem, 1954, p. 7). Why not “explain”? 
Duhem continued: “To explain ... is to strip 
reality of the appearances covering it like a veil, 
in order to see the bare reality itself” But this is 
metaphysics, not science. Following Hume,.and 
Kant, we can, know only the empirical world, 
the world given in our senses. Thus, “a physical 
theory is not an explanation. It is a system of 
mathematical propositions deduced from a 
small number of mathematical principles, which 
aim to represent as simply, as completely, and 
as exactly a set of experimental laws” (p. 19). 
Mach concurred: “knowing the value of the 
acceleration of gravity, and Galileo’s laws of 
descent, we possess simple and compendious 
directions for reproducing in thought all possible 
motions of a falling body.” This “compendious 
representation of the actual, necessarily in- 
volves as a consequence the elimination of all 
superfluous assumptions which cannot be con- 
trolled- by experience, and above all, of all 
assumiptions that, are metaphysical in Kant’s 
sense” (Mach, 1959). On this view, then, 
“explanation” was “compendious description”, 
the deduction from “mathematical principles”. 
Indeed, prediction had the same logic; “good 
predictions” are the test of a “hypothesis” (an 
experimental law or regularity which relates 
observables); testing a theory means testing the 
deductively elaborated consequence of the 
principles-of theory — “predictions” in this 
sense. 

We can illustrate this from current account- 
ing literature. In their presentation of “the 
capital asset pricing model”, Watts &.Zimmerman 
(1986, p. 2) quite eotresdy note that the 


positivism was a powerful refinement of earlier empiricisms, made possible by the advances-in modern logic. It surely had 
strong effects on the development of social sctence after 1939. Indeed, one can still easily find social scientists who sound 
like Carnap (1928)! Impelled by criticism from within and without, Vienna positivism continued to transform itself, 
becoming a logical empiricism and then a neo-positivism, best represented by Nagel (1961) and Hempel (1966). This is, I 
think, the dominant view among social scientists today, even if there are few philosophers of science who would identify 
themselves with this view. For an extensive review from within, see Suppe (1977). Beautiful short reviews and criticism 
thay be found in Brown (1977) and Chalmers (1982). See also Manicas (1987, Chapter 12). 

3 The following are among the most useful: Collins (1975), Harvey (1981), Knorr-Cetina (1981), Latour & Woolgar 
(1986), Lynch (1985), Pickering (1981, 1984), Pinch (1977, 1985, 1986), Shapin & Schaffer (1985), Travis (1981). The 
distinction between mainstream — empiricist, positivist, nec-positivist — philosophy of science and alternatives is rough, 
Ce ee ee ee ee get ee eres a 
before practice in social sclence, especially in America, will be substantially affected. ; . r 
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equation which gives the market value of a firm 
(as discounted present value of future cash flows) 
is an appropriate analogue to empirical studies in 
economics and, better, an example of “the view 
of theory in science”, citing here Poincaré 
(1905), Popper (1959) and Hempel (1965). 

Notice also that Watts & Zimmerman (like 
Poincaré, Popper and. Hempel, 1965) are not 
naive positivists in that they see that “in 
positive or scientific theory there are no brute 
facts,” that “the interpretation of facts depends 
on theories” (Watts & Zimmerman, 1986: note 
3). Moreover, unlike Poincaré and positivists 
from Carnap to Hempel, Watts & Zimmerman 
do nat have “a distrust of nonobservable 
concepts (sic) such as absolute space and time 
in mechanics”. Thus, “in attempting to explain 
existing economic institutions, empiricists 
typically assume that efficient institutions sur- 
vive” (Watts &- Zimmerman, 1986). But, as 
above, “explain” means “deduce from premises”. 

A second and not unrelated assumption of 
the mainstream theory of science regards 
causality. It is often said that science searches 
for Causes. But it is almost never noticed that 
the view of causality which is then assumed 
derives from Hume, a regularity notion, such 
that C is the cause of E means “whenever G, £”. 
Indeed, this is perhaps the most characteristic 
assumption of empiricism, exactly because it 
is fully consistent with empiricism’s anti- 
metaphysical animus, because it is a conception 
of causality representable, without residue, by 
extensionalist logic and mathematics — the 
language of dependent and independent vari- 
ables — and because, therefore, it is the form 
for laws in the covering law model of explana- 
tion in which, as a matter of logic, explanation 
and prediction are symmetrical. 

The assumption is clear in the texts quoted 
from Mach and Poincaré (above). It is absolutely 
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pervasive in all the social sciences where 
developments in statistical analysis (beginning 
with the racist eugenicist, Galton, and his 
student, Pearson) propelled multivariate analy- 
sis, multiple regression, etc.’ These, presum- 
ably, allowed researchers unable to experiment 
to substitute quantitative methods, to identify 
and weigh factors in complex real world 
phenomena and, thus, to generate genuine 
explanatory and predictive laws. A perfect 
example of this style of research is provided by 
Kinney (1986) who shows us how in empirical 
accounting research design we can “disen- 
tangle” the “effects of Vs and Zs from the effect 
of X” (p. 341). That this view systematically 
confuses the analysis of variance with the 
analysis of causality goes unnoticed (Manicas, 
1989) — so powerful is the ideology of 
mainstream social science! í 

But — and this point needs emphasizing — if 
only because they were already well institu- 
tionalized, this philosophy of science had little 
effect on the practices of the natural sciences, 
its effects on the social sciences were enormous. 
Once metaphysics was eschewed, causality 
mathematized and explanation and prediction 
were seen as symmetrical, knowledge could 
become power in a fully technocratic sense: 
predict in order to control. Given, then, the 
interests and opportunities presented to the 
American founders óf modern disciplinary 
social science, the present character of the 
modern social sciences is hardly surprising. 

What then of the second set of assumptions 
which characterize mainstream social science? 


MAINSTREAM ASSUMPTIONS ABOUT 
SOCIETY 


Mainstream social science offers two images 
of society. The first, methodological individualism, 


* See MacKenzie, who writes: “Pearson’s methodological doubts about Galton’s approach could be seen as exemplifying, 
rather than contradicting, the positivist and phenomenalist criteria of valid knowledge in the Grammar. Using statistics, the 
biologists could (apparently) measure without theorizing, summarize facts without going beyénd them, describe with 
explaining” (1981, pp. 88-89). The relevance to accounting needs no note. 
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is anti-metaphysical and owes also to seventeenth 
century assumptions about the relations of 
individuals. All the current.critics of accounting 
theory .and practice . reject methodological 
individualism. On this view, society is an 
aggregation of fully socialized persons, each 
capable of rational goal-setting. For this view, 
there is no macro/micro problem since macro- 
variables are but the “aggregation effects of 
micro-variables”. ‘These writers may use the 
language of social structure, ‘but for them, social 
structures are not Durkheimian metaphysical 
entities. Rather, “structure is repetition; it is the 
pattern of the same kind of events happening 
over and over again, involving different people 
spread across different places” (Collins, 1988, 
p. 243). Ultimately, there is no social, and 
psychological facts —- ‘motivations, interests, 
etc. -— carry all the explanatory weight. ‘Of 
course, people with interests and motives make 
choices; but this style of social science fails to 
acknowledge not merely that’ these interests 
and. motives are socially grounded (and ex- 
plainable), but: worse, that the .choices are 
themselves profoundly constrained by existing 
social structures, (Mills, 1969). The work of 
George C. Homans (1987) is perhaps exemplary 
in this regard; but one should emphasize the 
mathematical versions of this, for example, in 
the work of Herbert Simon and, less self- 
consciously, in the elegant constructions of 
modern micro-economics. 

The second image, variants of structural- 
functionalism, owes to Parsons’ brilliant synthesis. 
While usually not noticed, it is the complement 
of the first. On this view, society is a system of 
social structures which, in order to ‘maintain 
itself, must satisfy certain critical functions. Talk 
of motivations; interests and the like is perva- 
sive in this style of research, but because these 
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are determined by internalized social norms, 
they carry: no explanatory weight. Indeed, 
agents drop, utterly out of the picture. Thus, 
Blau defines social structure as: 


two kinds of relations ‘among elements in an organized 
collectivity: a) the causal interrelations among vari- 
ables that refer to the attributes of the collectivity itself, 
not the attributes of the’ individual members... (2) the 
social interrelations among differentiated positions, 
such as the division of labor or hierarchy, of authority 
(quoted by Porpora, 1987, p. 20, from Blau, 1969). 


If one concentrates on (1 ), the causal interrela- 
tions, then one will likely do quantitative ‘work 
with macro-variables, market values, ethnicity, 
unemployment, which’ can then enter into 
causal ‘relations in the Humean sense noted 
earlier. Thus, as before; one can (optimistically! ) 
investigate the relation between “changes in 
accounting procedures and stock market values 
(Watts & Zimmerman, ' 1986). We should 
emphasize here that quantitative research can 
be extremely valuable descriptively. The sort of 
statistical- and -correlational information pro- 
vided, for example, by the Bureau of Labor .is 
essential. The error is in supposing, as above, 
that one has done.causal analysis, for example, 
that by determining. a strong positive correla- 
tion between educational attainment and in- 
come one has explained something. One needs 
theory here, but unfortunately, it is not the 
kind of theory which is typically propounded 
by structural functionalists. 

Alternatively, one can concentrate on (2) 
and argue, for example, that “accounting serves 
‘a confidence- -building and conflict avoidance’ 
role in organizations” (Richardson, 1987, sum- 
marizing Gambling, 1977). Richardson’s over- 
view of structural functionalism is very good, 
ever if, for me at t least, he is far too generous.” 


ž Tis Ga ee toea apie (od ens a Oe pec Haale oad omaction 
of Reality is any sort of departure from Parsonian sociology, or worse, that it be considered along with the work of 
Garfinkel. Berger and Luckman’s “social constructionism” is but a restatement of Parsons, using the language of Schutz and 
dialectics. As Bhaskar (1979) has pointed out, one gets “on the one hand, a voluntaristic idealism with respect to our 
of social structure and, on the other, a mechanistic determinism with respect to our understanding of 
people” (p. 42). Garfinkel’s work, which called for a radical shifting of ground, was aimed directly at.the Parsonian 
mechanistic theory of action. Briefy, social structure was bracketed ‘in favor studying bow the participants create, 
assemble, produce and reproduce social structures to which they orient” (Heritage, 1987, p. 231). Although, as Heritage 
shows, Garfinkel was persistently misunderstood, this: was a-major: step away from both Parsonian. sociology .and 
methodological individualism. It is a critical part of Giddens’ synthesis (Giddens, 1984) and of my sketch below: 
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He does, however, note its fatal flaw: as he 
writes, “the values which accountants imple- 
ment are taken for granted. The accountant and 
accounting system play a technical role in 
ensuring that values are enacted” (Richardson, 
1987, p. 345; see also Arrington & Francis, 
1989; and Schweiker, 1991). Put in other terms, 
in this perspective, accountants lose their 
agency becoming but bearers of roles within 
reified: structures, a flaw - shared. by... many 
Marxist approaches as well (Anderson, .1980). 


wd 


-ALTERNATIVES TO MAINSTREAM 
_ PHILOSOPHY OF SCIENCE 


Critics of the mainstream all share, as J think 
they should, in rejecting the empiricist phil- 
osophy of science which undergirds all work in 
mainstream social science. But there are prob- 
lems in what, if anything, is to replace this. 
There are writers on accounting who might be 
read as presupposing either that there can be 
no- such thing as a human science, or that, if 
such is possible, human science is so radically 
different from natural science that it is mislead- 
ing to think of it as science (Boland, 1985; 
Morgan, 1988; Arrington & Francis, 1989). 
These are writers who have drawn, usefully and 
rightly, in my view, on writers known to take an 
anti-naturalistic stance as regards human science 
and, perhaps more. important, an anti-realist 
stance more. generally. These writers include 
Schutz, Winch, Derrida, Gadamer, Ricoeur, and 
less: clearly perhaps, Foucault.. The issue is 
raised: in a footnote in a recent paper by 
Arrington & Francis (1989). They „write that 
they have “deliberately avoided using Derrida’s 
oft-quoted/oft-misunderstood dictum ‘there is 
nothing outside the text’” and offer that “this 
aphorism does not mean that there is no 
‘reality’ other than what is in the text; rather it 
says that.the meaning inscribed within a text is 
not transcendentally signified outside of the 
text -— there is no metaphysics of presence, no 
fixed center from which meaning can originate 
external to the text itself’ (p. 53). 

This is, I think, correct; but the issue needs 
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some careful gloss. Consider Chua’s formula- 
tion. With reference to mainsteam accounting 
thought, she writes: “What is ‘out there’ 
(object) is presumed to be independent of the 
knower (subject), and knowledge is achieved 
when a subject correctly mirrors and ‘dis- 
covers’ this objective reality” (Chua, 1986, p. 
606). There are, in my view, several things 
wrong about this, even if I would insist that we 
need to, preserve something of it. 

Firstly, knowledge is achieved when subjects 
“discover” this objective reality. We need to 
firmly reject the epistemological individualism 
of standard accounts of science and be clear 
that knowledge is a social product (Manicas & 
Rosenberg, 1985, 1988). Second; this “dis- 
covery” (appropriately in scare quotes) is an 
act of social “representation”, not of “mirror- 
ing”. Since there .could be no way for.us to get a 
God’s-eye, ‘ non-representational’ view of. the 
world, the idea that propositions are true only 
if they correspond to reality must -also be 
rejected. La 

On the other hand, our claims to knowledge 
are .about a reality „which. is :“out there”. 
Consider first natural science: put crudely, we 
believe that-ordinary salt is NaCl because there 
is a consensus within the scientific community 
that the something out there is best theorized 
as a compound of sodium and chlorine with 
theorized causal properties which explain that, 
e.g. it will, ceteris paribus, dissolve in water. 
The something out there cannot determine our 
theory — its “meaning is not transcendentally 
signified outside, the (theory)’, but the some- 
thing out there. does pose constraints on what 
our theory can say that something is. This is not 
an empiricist philosophy of science, but a 
realist one, one which, I think, better reflects 
the actual practices of the natural sciences 
(Bhaskar, 1978; Harré, 1970, 1987). 

Note also that it rejects the Humean account 
of causality. On this view, causes are the powers 
of “things”. But because things always exist in 
contingent complexity, the outcome of their 
being energized will depend upon the contin- 
gent collocation which. actually exists. The 
salt of everyday experience, does not always 
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dissolve in water because neither it nor ordinary 
water is only NaCl or HzO — theoretically 
defined salt and water. They contain other 
things. Moreover, the theoretically defined 
conditions in which pure NaCl must dissolve in 


pure H2O are not always sufficiently approx- 


imated. That is why there is both stability and 
precariousness in the world. Thus there are 
patterns, the indispensable generalizations which 
we all live by, and there is radical contingency, 
the PETEA and AOPE 


‘++ PHILOSOPHIES OF SOCIAL SCIENCE 


What then of social science? It might. be 
supposed that even if this account holds 
regarding natural science and the natural world, 
it fails as regards the social, that, to use the same 
formulation as before, there is no “out there” 
posing constraints on our representations of the 
social world. Now part of this is-true. Unlike the 
natural world, the social world does rot exist 
independently of us — the ‘truth of idealism. It 
is the case that the social world exists only by 
virtue of human belief and-action. But from this 
it does not follow that there are no social 
constraints, nor, accordingly,. that a proper 
social science can afford to reject the effort to 
identify and. represent these. Durkheim was 
correct-to see that there were “objective social 
facts”, that, to use a preferable theoretical 
formulation, existing social structures both 
enable and constrain action. He was mistaken in 
reifying ‘social structure, in making it, in effect, 
independent of action. As incarnate in the 
activities of people, social structure is medium 
and product of action; it is both reproduced and 
transformed by our activities; and critically, for 
each of us, it pre-exists'in the activities of those 
who came before us. It is thus that history is 
crucial and insane informed historical 
narrative indispensable: . i 

The denial of this, the poe of volian 
in social science, is often hinted at by post- 
modernist ‘critics of the possibility of a human 
science. Consistently held, it entails not merely 
that the social world does not exist indepen- 
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dently of us, but that its existence is ephemeral 
and subjective. On this:view, since there is no 
true or false of the social world, we can 
represent it as we choose! 


THE POSSIBILITY OF A HUMAN SCIENCE 


But one can reject empiricism and the naive 
realism and.objectivism which it presupposes 
and ‘still. preserve the possibility of .a -human 
science, one which, indeed, entails enormous 
differences in implications for inquiry. On this 
view, subjectivism, methodological individua- 
lism and Parsonian sociology are each wrong. 
Chua (1986, p. 620), in quoting Bhaskar, 
summarizes much of the foregoing: i 


“Society does not exist independently of human activity 
(the error of reification). But it is not [solely] the 
product of it (the error of voluntarism).” Rather, society 
provides the necessary, the material conditions for the 
creative subject to act. .. . At tae same time, intentional 
action is a ‘necessary condition for social structures. 
Society is ‘only present in Human action; and human 
action always expresses and -vcses some or other social 
form. Neither can, however, be identified or reduced to 
the other. Social reality is, thus, both subjectively 
created and objectively real (Chua, 1986). 


IMPLICATIONS FOR INQUIRY 


. The implications for accounting research and 
practice and, more generally, for human science 
are plain enough. As Montagna writes as regards 
accounting .theory, where choices are limited 
by a host of concrete factors and outcomes are 
contingent products of these, “uncertainty may 
be an inherent characteristic of a market 
environment.” . Thus, “rather than emphasize a 
unitary logic of transactional efficiency, account- 
ing must use. causal analysis in a historical 
setting” (Montagna, 1986, p. 129). This means, 
as well, that we need to reject the search for 
laws of. the sort characteristically sought in 
mainstream ‘social science; and, attending this, 
we need to reject. completely the covering law 
model of explanation. On the present view, 
explanation requires that we show concretely 
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how something came to be, including some- 
times how actors came to believe what they 
believe! But, as everyone knows, predictions do 
often go wrong. The reason is clear enough: 
because collocations of causes are contingently 
changing — including here the fact that persons 
are causal agents! — the future is inherently 
contingent. After the fact, aided by theory we 
can offer a reconstruction of what was involved 
in bringing about just that outcome, including, 
then, even complicated events such as a stock 
market crash. Mainstream thinking about 
science, amazingly, takes the solar system to be 
the typical case, when manifestly it is nearly 
unique in being a nearly closed and unchanging 
system. 

Montagna’s example presumes that there is a 
social reality which structures choices by 
actors and that it can be known. But knowledge 
of social reality takes the same form as know- 
ledge of nature, except that as Giddens has 
argued, there is then a double hermeneutic at 
work. The natural world exists independently of 
us, but as known, it is a social construction; the 
social world (which thus includes our ex- 
perience and knowledge of the natural world) 
is socially constructed; and thus, so too is our 
knowledge of it — the “double hermeneutic”. 
That is, since there is no privileged access and 
we are social beings who, with the materials at 
hand, negotiate aif our understandings, the 
epistemology of natural science cannot satisfy 
empiricist demands. It must be hermeneutic. 
But the objects of inquiry in social science 
(unlike the objects of inquiry in natural science) 
are themselves social constructions — the 
hermeneutical product of lay actors whose 
conjoint acts constitute the social world. It is 
this last, of course, which is shared by Schutz, 
Gadamer, Derrida and Foucault. And it is for 
just this reason that deconstruction and ideol- 
ogical critique is both possible and liberating. 
Arrington & Francis quote Ryan: “To affirm the 
abyss deconstruction opens in the domain of 
knowledge is politically to affirm the permanent 
possibility of social change” (p. 16). 
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Social reality is both subjectively created and 
objectively real; but it does not follow from this 
that social forms constituted by the acts of 
persons are fully transparent to them. There are 
both unacknowledged conditions for action 
and unintended consequences of action, and at 
the level of subjectivity, both the persistent 
tendency to reify the historically contingent 
social forms and the real possibility of forms of 
self-delusion, repression, and the like. As Giddens 
(1984) writes, persons do have “practical 
knowledge”, otherwise they could not “carry 
on”. But if the social world were fully trans- 
parent, human science would be utterly un- 
necessary. I thus want to argue that the 
deconstructive moment is not sufficient and that 
to take the further step one needs to affirm the 
possibility of an emancipatory human science. 
In this sense, then, now following Chua’s 
dichotomy of alternatives to the mainstream 
paradigms, the critical must be favored over the 
interpretative. Yet this is not because the 
interpretative is wrong, but because it is 
incomplete. 

This is not the place to try to provide a 
defense of this idea, to speak explicitly to the 
many problems which it raises. The outlines, 
however, may be: sufficiently clear. The epis- 
temology of such a science is not empiricist, 
but hermeneutic. It acknowledges that know- 
ledge is a social product and that it lacks any 
sort of secure foundations. This science is also 
realist in the sense that it presupposes both that 
there is a knowable external world and that, 
while the social world is a construction, it is 
profoundly constrained by a specific history 
which provides actors with the materials for 
continued reproduction and transformation. It 
is, then, precisely, in coming to an understand- 
ing of society that we are engaged in critique. 

The point is important: were actors to 
acknowledge “the abyss of deconstruction”, 
and thus the permanent possibility of change, 
were they to grasp the conditions of their 
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action, e.g. how the wage-form, in confusing the 
value of labor with the value of labor power, 
conceals the logic of the process of capitalist 
accumulation; were they to have an under- 
Standing of the unintended consequences of 
their actions, for example, the feedback loops 
which so.often self-implicate victims in per- 
petuating. their condition, they would have 
satisfied the first condition of self-liberation. 
From this point of view, then, critique is always 
immanent. It does not involve some transhistor- 
ical or transcendental posture. It requires 
neither teleological history —- as in too much 
Marxism — nor God; it demands-only that there 
be a gap between belief and purposive action, a 
gap narrowed by having a better understanding 
of social reality. To be sure, even where social 
theory does provide assistance in this under- 
standing, it is by itself powerless, exactly 
because as the reproduction of: the social 
world is a-conjoint product, so too is its 
transformation. 

This can-be put in other terms: “suppose that 
some belief is false and essential to some 
practice. Acknowledging this, actors have a 
reason to transform the practice (Giddens, 
1985, p. 340; Bhaskar, 1978, pp. 69-83). Of 
course, showing that social beliefs are false will 
not be easy — as critics of mainstream assump- 
tions about accounting know. But changing a 
practice needs more:.one needs to have those 
others, whose conjoint actions sustain the 
practice, share in seeing that it is false and be 
willing to act conjointly to transform the 
practice. Indeed, since “techniques of aCcount- 
ing and. ways of controlling and organizing 
economic life go hand in hand [,] ... it follows 

.. that for ‘self-liberation’ one not only has to 
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understand these processes but literally to 
construct alternative ways of organizing pro- 
duction processes” and the like. As Marx so 
very well knew, this will be neither automatic 
nor easy! 

Nevertheless, a profound eer task is 
suggested (Lehman, 1988). If accounting is 
now the queen of technocratic human science, 
then pedagogues of accounting occupy a privi- 
leged place! Viewed in this light, then, we can 
say that all critique: deconstructionist, rhetor- 
ical, Foucauldian, Marxist, just to name a few, is 
on an equal hermeneutic footing. Each seeks to: 
eliminate false consciousness (or in Derridian 
terms, “the false grounding of textuality in a 
metaphysics of presence”); each seeks to 
undermine the myths which both constitute 
and legitimate practices; each seeks that under- 
standing. which is the first and essential: step 
toward emancipation. 

Moreover, there is plenty of non-competing 
work to be done. Not only can critique take a 
number of forms, but, as well, we need ,to 
acknowledge the inter-connectedness of 
accounting practices. to capitalist practices, 
domestic and global, and to state and educa- 
tional practices. As accounting practice is 
affected by these, it too has effects. Finally, and 
perhaps most important, we need to acknow- 
ledge, our agency as. reproducers and possible 
transformers of these. practices.. Indeed, be- 
cause of this there is an inescapable moral 
dimension to all human activity, a dimension 
not restricted to making choices regarding 
alternatives presented by the prevailing state of 
things, but including, perhaps more critically, 
choices regarding the PrevaOs state of sangs 
themselves. 
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AN ANALYSIS OF THE DEVELOPMENT OF ACCOUNTING KNOWLEDGE: 
A PRAGMATIC APPROACH* 


BARBARA D. MERINO 
University of North Texas 
Abstract 
At the turn of the century, an emerging corporate economy „created stark contradictions between 
individualistic economic theoties and actual economic conditions in the United States. I use the pragmatic 
concept of deliberation to examine proprietary theory in order to highlight the important role that 
~ accounting knowledge and expertise played in resolving this conflict. The analysis highlights the naturalistic. 
tenor of proprietary discourse and the discrepancy between the discourse and the techniques that 
proprietary theorists adopted. I conclude with an examination of the commitment that proprietary theorists 


made, a discussion of how those commitments are reflected in contemporary research, and a suggestion that 
we adopt a pragmatic perspective to analyse the role of our discipline in today’s society. | 


A Society which considers wealth or property as 
ultimate, whether under a conception of “natural” rights 
or otherwise, is setting the means above the end, and is 
therefore, unmoral or immoral (Dewey & Tufts, 1908, 
P- 460). 


While there are similarities between Pragmatic 
and Foucauldian analyses, significant differ- 
ences exist. Pragmatists share Foucault’s pre- 
occupation with the operation of power and 
incorporate genealogical inquiry; but contem- 


During this decade a SONGE number of 
researchers have examined accounting in its 
social context.' Many excellent studies have 
been inspired by the work of Michel Foucault 
who provides a framework for examination of 
power/knowledge relationships. These studies 
demonstrate the problematic nature of account- 


porary pragmatists feel Foucauldian analysis is 
inadequate due to its depiction of autonomous 
discourses, practices, and techniques “above 
and outside social practices of human beings” 
(West, 1989, pp. 223—228). Pragmatism demands 
an active human agent and rejects determinism 
in any form.? 


ing and highlight the dangers of viewing 

accounting as a purely technical discipline.” 
Pragmatism offers an alternative framework 

for analysis of power/knowledge relationships. 


Pragmatists, like John Dewey (1910, 1922b), 
depict the world as contingent, in the process 
of becoming, ready to be shaped and changed 
by informed human action.‘ Rorty (1982, 


* I gratefully acknowledge the helpful comments of participants at the AOS conference at the University of Iowa, workshop 
participants at the University of North Texas and the University of Southern California, as well as the helpful comments of 
four anonymous reviewers. 

1 See, for example, Tinker et al. (1982), Hopwood (1983), Cooper & Sherer (1984), Burckell et al (1985) and Puxty (1986). 
2 See Foucault (1970, 1980); see Hoskin & Macve (1986, 1988), Loft (1986) and Miller & O'Leary (1987) for Foucauldian 
analyses in accounting. 

3 Rorty (1982, pp. 205, 208) contrasts this dimension of Pragmatic and Foucauldian analysis as follows: “Dewey asks that 
we see knowledge-claims as tentative hypotheses about what our actions should be, whereas Foucault sees knowledge- 
claims as a struggle in a power game that produces truth which leaves us a prisoner in that power game”; he concludes by 
characterizing “Dewey as Foucault with hope”. See White (1978) for historical analysis of Foucault's work from an 
American perspective. 

‘This paper focuses on John Dewey’s works, rather than the earlier interpretations found in the works of Charles Pierce 
and William James. Dewey is acknowledged to be the person who made pragmatism a dominant philosophic school in the 
United States. West (1989, p. 69) calls Dewey the “American Hegel” while Whitehead (1974, p. 128) concludes that 
Dewey, by making philosophic thought relevant to the needs of his day “should be classed with Augustins, with Aquinas, 

with Francis Bacon, with Descartes, with Locke and with Auguste Comte”. 
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p. 186) synthesizes the pragmatic attitude 
as follows: “Our identification with our com- 
munity — our society, our political tradition, 
our intellectual heritage — is heightened when 
we see this community as ours rather than 
nature’s, shaped rather than found, one among 
many which men have made”. Pragmatists 
reject what Dewey (1922b) called “the spec- 
tator theory of knowledge”. They ask that 
human agents use their knowledge (critical 
intelligence) to demystify existing power/ 


knowledge relationships and actively promote, 


social reform. _ 

Since pragmatism developed in response to 
the perceived social inequities created by the 
concentration of wealth during the last quarter 
of the nineteenth century in the United States, it 
offers a particularly relevant framework for 
analysis of the development of accounting 
theory during the Progressive’ Era. Dewey 
(1910, 1922b) offered the concept of delibera- 
tion — an acknowledgement that conflict -is 
acute, an audit of the present to uncover 
incompatibilities between our beliefs and 
actual conditions, and an evaluation of the 
courses to which our beliefs commit us — as a 
means of assessing power/knowledge relation- 
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ships. The concept of deliberation provides an 
analytic tool that informs this analysis.® 

During the Progressive Era, pragmatists, in- 
stitutional economists and politicians argued 
that industrial concentration undermined com- 
petition and rendered the “invisible hand” that 
translated pursuit of individual self-intetest to 
maximization of social welfare inoperable.’ 
Economic concentration, reformers argued, 
enabled those who controlled the nation’s large 
corporations, i.e. trusts, to maximize profit by 
limiting production and administering prices. 
They contended that oligopolistic markets 
rendered: accounting profit dysfunctional and 
the “pecuniary calculus of accounting” came 
under harsh attack.® 

Accounting theorists faced a formidable task; 
they had to reconcile traditional accounting 
profit measurement, based on individualistic 
economic theories, with an emerging corporate 
economy. Proprietary theory was an. imagin- 
ative’ response to that challenge.? Given the 
issues that proprietary theorists addressed, it 
seems singularly unfortunate that most current 
accounting theory texts dismiss this theory: as 
irrelevant in a corporate era.!° This curt dis- 
missal obscures an interesting power struggle 


*See Devine (1960) and Dopuch (1962) for prior evaluations of accounting theory and research from a pragmatic 
perspective. 

6 Dewey's concept appears similar to that used by those who advocate a political economy of accounting, see Cooper & 
Sherer (1984) and Tinker (1980). Cooper & Sherer (1984, pp. 218-219) ask accounting ‘researchers to’ explicitly 
recognize (1) power and conflict in society, (2) the economy as it actually operates, Le. oligopolies and monopolies exist, 
and (3) a more emancipatory view of human motivation. 

7 For economic criticism, see George (1879), Veblen (1897, 1904), and Mitchell (1918); for pragmatic criticism, see James 
(1907), Dewey (1910, 1918a) and Dewey & Tufts (1908); for political criticism, see Roosevelt (1904) and Brandeis 
(1914). Most historians date the Progressive Era from the late 1890s until World War I, however, in order to understand 
the reform movement, pragmatic criticisms, and the challenges that proprietary theorists faced, this study extends the time 
Period to a decade (1880s) before the Progressive Era. See Porter (1981) and Carr (1961) for discussion of the importance 
of such periodization. as i , 

8 See Veblen (1897, 1919b), Mitchell (1918) and Dewey (1922b) for elaboration of this criticism of accounting. 

? Labels, such as proprietary theory, often mask significant differences in the evolution of accounting theory. This study 
examines proprictary theory as it developed in the post-1880 period. The restatement of the accounting equation from 
Assets = Liabilities to Assets = Liabilities + Proprietorship (see Sprague, 1901) initiated a significant change in the 
direction of accounting thought. Most current accounting theory texts date proprietary theory to an earlier period and 
ee ae ee oe 
(1929), represent a major shift in thought. 

10 See, for example, Schroeder ef al. (1987), who write that “proprietary theory is applicable where the owner is the 
decision maker”. They conclude that “when the form of enterprise becomes more compiex and the ownership and 
management become separated this theory becomes less acceptable”. See Belkaoui ae Bird (1981) Hendricksen 
(1982) and Wolk et al (1984) for similar dismissals.of proprietary theory. - Pog ue 
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and the role that proprietary theory played in 
resolving a heated. conflict: A pragmatic analysis 
of proprietary theory should increase aware- 
ness that accounting discourses and techniques 
have played a major role in the ongoing 
ideological conflict that exists between demo- 
cratic values and private property rights in the 
United States.'? 


Outline of the paper 

This study begins with a brief overview of the 
criticisms that industrial concentration gen- 
erated during the last quarter of the nineteenth 
century. Then, I examine two diverse philo- 
sophic reactions to the centralization of power, 
Social Darwinism and Pragmatism, in order to 
assess and position the discourse used by 
proprietary theorists. 

I review three specific criticisms — (1) the 
justification of private property rights, given 
separation of ownership and control, (2) the 
relevance of monetary profit measurement in a 
non-competitive environment, and (3) the 
distribution of free income generated by tech- 
nology — that pragmatists raised which had 
direct relevance for accounting. I examine 
proprietary theorists’ responses to each of the 
above criticisms, evaluate those responses in 
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relation to the ongoing power struggle and 
assess the commitments that they made.'? The 
paper concludes with a discussion of how their 
commitments affected (and perhaps still affect) 
the perceived function of our discipline. 


The post Civil War conflict 

The post Civil War period in the United 
States was marked by a series of dynamic 
advances in transportation, communications 
and technology that created a climate con- 
ducive to corporate growth. The specter of a 
few men, wielding enormous economic power, 
appeared to many to threaten not only the 
nation’s economic well-being, but also its 
democratic political system.'> Progressive re- 
formers used the popular press to mobilize 
public opinion. Critics focused on political 
corruption, social injustice and economic ex- 
ploitation that arise from concentration of 
wealth. "4 

Henry George’s Progress and Poverty: An 
Inquiry Into the Cause of Industrial Depression 
and of Increase of Want with an Increase of 
Wealth (1879) marked the beginning of a 
heated and bitter debate.!? George (1879, p. 1) 
asked: how can it be that “the utilization of 
steam and electricity, the introduction of 


' See Parrington (1930, p. xxxiii) for description of the ideological conflict that has existed between the Declaration of 
Independence, based on the philosophy of the French Enlightenment that posited human perfectibility and postulated an 
egalitarian democracy “in which the political state should function as the servant of the common well being” and the 
Constitution, based on English laissez-fatre economics that posited the universality of the acquisitive instinct (greed) in 
which the political state functioned to preserve the rights of private property interests. Parrington notes that this 
fundamental conflict dates to the founding of the nation. 

12 This analysis adopts a pragmatic perspective in that I do not attempt to determine whether proprietary theorists’ beliefs 
were “true”, but rather to determine what their beliefs committed them to and the impact of those commitments. See Rorty 
(1982) and White (1973) for discussion of why pragmatists reject questions about “truth” in relation to beliefs; Rorty 
(1982, p. 208) concludes that both Dewey and Foucault strive to free humans from “Nietzsche's longest lie, the notion that 
... there lies something (God, Science, Knowledge, Rationality, Truth) which will, if we only perform the correct rituals, 
step in to save us”. ` i 

13 Parrington (1930) concludes that the most lasting contribution of Progressive Era scholars (the three he cites as most 
prominent are Charles Beard, Thorstein Veblen and John Dewey) was to show the people that economics controlled the 
political state.: He considers Beard’s (1913) widely read book on The Economic Interpretation of the Constitution the 
most influential. See Merino & Neimark (1982) and Galambos & Pratt (1988) for discussion of fear of private power. 

14 Starting in the 1880s, we find a rich body of literature that denounced self-interest and profit as inequitable in a corporate 
age. Edward Bellamy’s (1888, 1902) Utopian books, and novels such as Churchill’s A Far Country (1915) and Sinclair’s The 
Jungle (1906) contained scathing criticisms of the inequities generated by concentration of wealth. Magazines such as 
Harper's Weekly, Century Magazine, Forum and The New Republic, provided outlets for muckrakers and the exposés were 
widely read; for overview of socialist ferment, see De Gruson (1988). 

15 Dewey (1928) indicated that George (1879) had a significant influence opts thinking; he believed George derived to 
be numbered among a handful of men who had had a profound influence on their.society.- ° 
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improved processes and labor-saving machinery, 
the great subdivision and grander scale of 
production, the wonderful facilitation of ex- 
changes” that greatly increased the wealth 
producing capacity of the nation, have not 
improved the condition of the vast majority of 
the populace? Why, he asked, is material 
progress accompanied by acute destitution, en- 
forced idleness, and hunger and want (George, 
1879)?!° Bellamy (1888), whose Utopian book 
Looking Backward: 2000—1887 sold several 
million copies, and Veblen (1897) reinforced 
and popularized George’s message. 

From the 1880s until World War I, the 
growing disparity between the nation’s econ- 
omic capacity and the increasing poverty of a 
substantial segment of. the population, created 
another classic confrontation between advo- 
cates of laissez-faire policies (Hamiltonian 
federalists) and social reformers (Jeffersonian 
democrats). The dramatic economic changes 
required new philosophies to “replace the 


familiar American ideals and adapt current — 


political and economic theory to the needs of 
the new order” (Parrington, 1930, p. 102). 


BARBARA D. MERINO . 


Social Darwinism and Pragmatism, two dis- 
parate, but distinctly American philosophies, 
emerged to fill the void. 


SOCIAL DARWINISM AND THE PRAGMATIC 
REACTION 


Social Darwinism provided ideological sup- 
port for laissez-faire policies in a corporate era. 
Social Darwinism exalted Nature.” Its chief 
proponent, William Graham Sumner,’ offered 
an ideology that justified the unequal socio- 
economic conditions that existed in the United 
States.!8 Drawing on Herbert Spencer’s work, 
Sumner (1887c, p. 87) claimed that “men 
engaged in struggle with nature and with each 
other’.!? Competition would ensure “sur- 
vival of the fittest”.?? Sumner (1889b) harshly 
criticized the eighteenth century doctrine of 
natural rights, i.e. liberty, justice and fraternity. - 
Democracy and equity required only one type 
of liberty, i.e. liberty under the law.?! Govern- 


ment existed solely to establish laws to protect 


16 George (1879) contended that a defunct idea, the diminishing law of wages, supported by Malthus’ theory of 
subsistence, remained a fixed belief. He argued that if people would look at facts, Malthus’ law did not hold. In societies 
where the majority of the people were not at subsistence level, overpopulation did not occur. Malthus, be contended, bad 
it backwards; people only overpopulated to produce enough to survive when faced with starvation. George also thought 
economists had the relationships between the three factors of production land, labor and capital backwards; capital did not 
employ labor, labor produced capital and before labor could be employed to produce capital, land had to exist. But land, 
like capital, had no value without labor, ie. someone using it. His solution: a single tax on land | 

17 See Hofstadter (1944), Commanger (1950) and Bannister (1979) for historical analyses of the impact of Social 
Darwinism in the United States. 

18 Sumner, a Yale Professor, used the popular press to spread his message during the last two decades of the nineteenth 
century. In the 1880s, his articlés appeared regularly in The Independent and Popular Science Mantbly. See Leutchtenberg 
& Wishy (1963) for compilation of selected essays. 

19 Sumner (1887c) gave an address that he titled “Socialism”, the essay appears in Keller & Davie under the title, “The 
Challenge of Facts”, with a note that Sumner’s original title was “Socialism”. See Spencer (1896) for the basis of Sumner’s 
theory. 

20 Pragmatists distinguished between “democratic individualists”,; Le. Adam Smith, and “survival of the fittest” 
individualists, Le. Social Darwinists, noting that the former assumed that competitive markets would benefit all, whereas the 
“survivalists” competitive forces to ensure that the “weak” and “unfit” died, thereby cosuring a better society 
(Dewey & Tufts, 1908, pp. 466-469). See Kirkland (1961, pp. 345f£) for testimony at the Industrial Commission hearings 
(1898-1902) of businessmen, who argued that “survival of the fittest” was “natural” and that any government intervention 
(regulation) would distort the natural order and be doomed to failure; see Jensen & Meckling (1984) for contemporary 
variant of Darwinism. i 
21 Sumner (1889a, b, 1890 A-G) wrote a series of articles for Tbe Independent examining liberty; Keller & Davie (1969) 
combined the articles into one essay, “Liberty and Responsibility”; dates in the text reflect the original year of publication 
PTE ae Ee nen EE rue O en ree ene re ee koe ere 
more readily available to readers. 
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private property and contracting rights.”* Justice 
simply meant “that each shall enjoy the fruit of 
his own labor and self-denial”; any govern- 
mental regulation would entail injustice in that 
“the idle and the industrious, the self-indulgent 
and the self-denying, share equally in the 
product”.?3 

Dewey & Tufts (1908, p. 478) countered that 
in “a collective system, like that of the present” 
active government intervention was needed.*4 
Existing policies could be considered “just”? 
only “if justice was defined as formal freedom,” 
ie. freedom to contract, and society was 
content to allow “the welfare of certain classes 
or individual members of society” to’ be 
subordinate to powerful economic interests. 
They pointed out that “to speak of freedom of 
contract where there are ‘gross inequalities 
between the parties, is to use a mere form of 
words”.*> “Hunger”, they concluded, “is as 
coercive as violence”. Dewey & Tufts (1908, 
p. 473) concluded that if an individual’s only 
alternative to accepting deplorable working 
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conditions and wages is to starve to death, then 
freedom to contract is not worth much. The 
country, pragmatists maintained, could not 
survive the gross distortions in distribution of 
wealth that economic concentration generated.”© 

Sumner (1887a, p. 151) acknowledged that 
economic concentration had resulted in gross 
disparities in distribution of wealth, but he 
argued that such distortions were a “matter of 
very little importance”.?” Nature, not man; had 
determined that hardship, not-comfort, was to 
be the lot of most of the people in any society.”* 
Sumner (1902, p. 164) argued that “the con- 
centration of power (wealth), more dominant 
control, intense discipline, and stricter methods 
are but modes of securing f more perfect integra- 
tion of society”.?? 

Dewey (1922b, p. 363) rejected Social 
Darwinists’ bleak depiction of mankind as a 
“rationalization of (current) social phenomena 

.. preordained, not accidental ... the outcome 
of universal, hence, rational law’. Behavior, 
pragmatists argued, is “socially conditioned”, 


22 Parrington (1930) notes that property (economic interests) had controlled law and erected strongholds; contracting 
may be viewed as one of those “strongholds”. 

253 Sumner (1887c, p. 105) derided the notion of the “right to labor”; work was plentiful, but men were lazy, and sought to 
“escape it whenever they can get the fruits of labor without it”. See Dewey (1922b, p. 455), who dismissed this depiction of 
man as an “outdated theological doctrine”. See Kirkland (1961) who cites rejection of day wages (not tied to individual's 
effort) and use of techniques such as inside contracting, profit sharing and, eventually, piecework, as an effort to tie wages 
into effort, by focusing on the individual. 

24 This paper draws heavily on Dewey & Tufts’ Ethics (1908), a popular college philosophy text. Tufts wrote’ the three 
chapters that specificalty addressed the contradictions between the new economic order and economic individualism, but 
Dewey’s (1910, 1918a, b, 19222) books and articles reflect the same concerns, although with less specificity. 

25 Dewey & Tufts (1908, pp. 473, 452) list 17 types of protective legislation, dealing with hours of work or wages, that 
were held unconstitutional because they infringed on freedom of contract or due process for property rights. The 
constitutional issue held even when a protected group (women or children) could not legally contract. See Conant (1974) 
for further discussion. 

36 See Kirkland (1961), who points out that the figures for the last quarter of the nineteen century are notoriously 
unreliable. Per capita income did increase, but Bie se conceal the misery of a growing number of people who were 
destitute. 

27 Sumner (18874, p. 150) foreshadowed current trickle down” economics in that he argued that the idea that the wealth 
of some causes poverty of others is fallacious; he contended that “the riches of the rich are perfectly consistent with a high 
condition of wealth of all, down to the last”, See also essay, titled “The Concentration of Wealth: Its Economic Justification” 
by Sumner (1902). 

78 Sumner (1887b, p. 364) contended that it was the “favorite method of modern schemers” to suggest that men enjoy 
earthly comforts; he concluded that the “only natural right” is to allow men to struggle. He labeled the concept of the “full 
right to production absurd”. 

3 Andrew Carnegie (1899), the leading industrial proponent of Social Darwinism, modified the harshness of Sumner’s 
message by emphasizing the concept of stewardship, which required those who accumulated wealth to distribute it to the 
community during their lifetimes. However, Carnegie’s suggestion that a 100% inheritance tax be instituted to prevent 
people from becoming “lazy” through inheritance was ignored. See “Gospel of Wealth” in Kirkland (1962). 
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not determined by Nature. Intelligent people 
could and should change beliefs and institu- 
tions to ameliorate the conditions of work. 
Science and technology should be used as 
tools, Le. instruments, to promote.the welfare 
of all.3° Pragmatists suggested that people look 
at actual economic conditions. What would 
happen to the nation’s social well-being, they 
asked, if the government continued ‘to assume 
that competition existed if, in fact, competitive 
forces were inoperative? (Dewey, 1910). 


The political response 

The. furious assault on economic privilege 
and growing public outrage did not shake 
political leaders’ faith in laissez-faire economic 
policies. Until 1889, the federal government 
was content to let the states take the lead in 
corporate regulation; most states enacted anti- 
trust legislation.4! The passage of the New 
Jersey incorporation law in 1889 that permitted 
holding companies (corporations. that owned 
stock: in other corporations) removed a for- 
midable barrier to industrial combinations and 
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enabled a new group, financial capitalists, to 
become active participants in the consolidation 
movement.>? Financial capitalists, who used 
“other people’s money” to.form holding com- 
panies and create trusts, created a further 
discrepancy between individualistic economic 
theories and actual economic conditions.44 
Combinations, promoters argued, would en- 
hance technological advancement and reduce 
production costs due to economies of scale.>4 
Critics charged that financial capitalists were 
not interested in increasing production; rather, 
they sought to stifle competition, control 
production and administer prices, thereby 
appropriating all the technological gains to 
their own benefit.” After passage of the New 
Jersey law, pressure on the federal government 
to act increased. The government responded by 
passing the Sherman Antitrust Act.in 1890.36 
The ambiguity of the Sherman Act, combined 
with its slow erosion through conservative 
judicial interpretations, rendered antitrust legisla- 
tion ‘ineffective.>”, Consolidations continued 
virtually unabated. The failure of one trust 


30 Dewey & Tufts (1908) reflect Veblen’s (1897, 1904) influence; Veblen also influenced technologists, who organized the 
Technical Alliance in 1920. See H. A. Scott ef al (1933) for discussion of what the alliance of engineers demanded. 
3! Galambos & Pratt (1988) describe reliance on antitrust legislation as uniquely American, reflecting a wistful desire on 
the part of politicians to change the market structure so that competition, not government, could protect society. 
32 Prior to 1889, some holding companies existed, but it required a separate legislative act for each company; therefore, the 
device had limited use. Meade (1903, p. 34) concluded that the New Jersey law had “momentous consequences” and that 
New Jersey “by the simple act of amending its corporation law nullified the anti-trust laws of every state that had passed 
them”. See Moody (1904) for a listing of the greater and lesser trusts formed in the 1890s. 
33 While men like John D. Rockefeller (Standard Oil of New Jersey) had been the targets of muckrakers’ attacks, they had 
managed the companies that they owned; financial capitalists did not use their own money and did not manage the 
companies they controlled. See Engelbourg (1980) for overview of criticisms; see Edwards (1939) and Merino & Neimark 
(1982) for discussion of the dissonance that use of other people’s money created. 

` M See Chandler (1977) for historical interpretation that focuses on these benefits; see Kaplan & Johnson (1987) for 
adaptation of Chandler’s perspective to development of accounting. 
35 For criticism, see Veblen (1904, 1918c, e); J. P. Morgan would not have disagreed with the assessment. Morgan's stated 
goal was combination and control; he thought one of the major benefits of trusts was that they would not be subject to 
destructive forces (Galambos & Pratt, 1988). However, Morgan would not agree that he sought to i a he claimed all 
would be better off if he were in control (Merino & Neimark, 1982). 
36 The Sherman Antitrust Act marked the federal government's first attempt at general business regulation, but EENE 
aimed at specific industries, such as railroads, had been passed in the prior decarle..See Edwards (1939) and Kirkland 
(1961) for discussion of earlier regulation. -> 
37 The erosion began in 1895 with the Knights Sugar Decision and seemed to be complete with the U.S. Steel case (1920) 
in which the Supreme Court concluded that mere “bigness” did not constitute monopolistic intent. See Miller (1969, 
p. 295) for discussion of how the meaning of “restraint-of trade” narrowed over time. See Pinchot (1958), who credits J. P. 
E la “good” and ae eal per se was 
not bad. 
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after another in the 1890s, combined with 
a severe depression in 1893, renewed the 
outcry for more direct government control of 
corporations. 

In 1898, Congress responded to growing 
criticisms by establishing the Industrial Com- 
mission (1898-1902) to investigate the trusts 
and determine the extent to which financial 
capitalists had used their power to the detri- 
ment of the nation’s economic well-being.*® 
The evidence presented at the hearings lent 
credibility to those who claimed that many of 
the promoters of large industrial combinations 
were more interested in financial gains than 
in producing goods and services.*° In 1899, 
by admission of the promoters, combinations 
had issued $3,395,000,000 of common stock, 
of which two-thirds or $2,254,000,000 was 
“water”.4° Documentation of stock watering 
and other overt abuses severely eroded confi- 
dence in the business sector and added credit- 
ability to those who argued that economic 
concentration had eroded the moral justification 


for private property rights (Berle, 1963). 


The challenge to private property rights 
Dewey & Tufts (1908, p. 454) concluded 
that in a corporate age, no “absolute” right to 
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private property existed. Ownership, critics 
claimed, had become “denatured”; anonymous 
owners of corporate capital had no voice in 
the ordinary management of capital.*! Private 
property rights accrued to owners, who theo- 
retically had by sacrifice and hard work accumu- 
lated capital and bore the risk of investment. 
Separation of ownership and control divorced 
owners from their traditional entrepreneurial 
function, while widespread use of watered 
stock divorced owners from their traditional 
capital function.‘? If absentee owners did not 
provide entrepreneurial skill or capital, prag- 
matists asked, what, justification existed for 
private property rights? 

If we examine prcprietary theory in light of 
the power struggle between social reformers 
and laissez-faire advocates, then it becomes 
easier to understand why accounting theorists 
felt compelled to keep the stockholder/owner 
(proprietor) at center stage. By developing a 
model that enabled the stockholder/owner to 
retain ultimate control and techniques that 
made good watered stock, thus restoring 
the integrity of capital, proprietary theorists 
appeared to reconcile passive ownership with 
traditional economic justifications of private 


property rights. 


38 Criticism of trusts was not limited to radical reformers, it was pervasive. President McKinley, a Republican conservative, 
lambasted the trusts for trying “to control the conditions of trade among our citizens, to stifle competition, limit production 
and determine the prices of products used and consumed by our people”, quoted in a news note in Business (December 
1899, p. 749). The accounting literature also refiected these criticisms, see editorials in Tbe Book-Keeper throughout 1899 
that denounced the unfair pfactices of trusts. 5 

3 See US. Congress (1900, 1902) for documentation of abuses;.see Merino & Neimark (1982) for overview for these 
abuses. 

4° See US. Congress (1900, pp. 13 ££) for preliminary report of the Industrial Commission Hearings, and Moody (1904) for 
losses acrued by investors. See Previts & Merino (1979) for discussion of impact of this phenomenon on accounting. 
Dewey & Tufts (1908, p. 447) concluded that while a corporation appeared democratic, it really was a “unique device 
for combining concentration of power with distribution of ownership, the very size makes ownership (stockholder) 
control impossible” and divorced ownership from hard work. 

42 For discussion of impact of this phenomenon, see Dewey (1927b), Chase (1926b), Berle (1963), Heilbroner (1971) and 
Galbraith (1987). . 

43 This paper focuses on accountants who recognized that large corporations presented significantly different problems for 
the accountant than did owner-controlled small businesses. These theorists represent the best known members of the 
profession in practice and in academia, The majority of practicing accountants probably thought the debate irelevant. An 
editorial “Accountancy and Economics” in the Journal of Accountancy (1909, p. 239) probably accurately described the 
attitudes of most CPAs who had small clients, concluding that the accountant “has in mind solely the needs of the business 
man who employs him”. 
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Proprietorship . 

- Paton (1922, p. 60) noted that aneeceutty 
century accounting theorists had -divided the 
entrepreneurial and capital functions. The pro- 


prietor (entrepreneur) received a return for 


assuming responsibility and risk; the creditor 
(capitalist) received a return, for “waiting”. 
Absentee ownership raised serious doubts about 
the entrepreneurial function. Widespread stock- 
watering complicated proprietary theorists’ 
problems. If stockholders had not provided 
capital to the corporations they putatively 
owned, it would be less,.than convincing for 
accounting theorists to argue that stockholders 
had a right to a return on their investment. 
Thus, it became critical for proprietary theorists 
to develop a. model that enabled the absentee 
owners to exercise control, i.e. retain their 
entrepreneurial function: 

Proprietary theorists were. not naive. Sprague 
(1908, p. 48) explicitly acknowledged the 
phenomenon of absentee ownership, he simply 
rejected Fisher's personalization of a corpora- 
tion as “ʻa fictitious person holding certain assets 
and owing them all out to a real person”. While 
they recognized .that common stockholders 
could not exercise everyday control over the 
corporations that they owned, -they felt that 
accounting could provide a mechanism by 
which passive investors appeared to have 
ultimate control. The swift, negative reaction to 
Bentley’s suggestion that accountants view the 
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capital of a corporation as “its capital, not the 
capital of the owners” indicates that proprietary 
theorists understood that the corporate form 
could pose a threat to private property rights.*© 
By focusing on calculation of “profits available 
for distribution” and rejecting the concept of 
retained: earnings, proprietary ` theorists. de- 
veloped a model that enna Sonne 
claims.*7 


Retention of earnings “ 

Proprietary theorists rejected the concept of 
“retention of earnings” for fear that a “going 
concern” might be converted into:a “per- 
manent” concern.*® Accountants should deter- 
mine the amount available for’ distribution to 
shareholders and, consistent with the practice 
of the day, all reported income would be 
distributed. Hatfield (1909) felt so strongly 
about the right of owners to control investment 
and reinvestment decisions that he suggested 
that depletion and-depreciation might rightfully 
be regarded as a return of capital. 

He argued that if investors provided capital 
for a speculative venture, such as mining, with 
the sole intent of exploiting a specific mineral 
deposit, then depletion should be. charged to 
capital so dividends could be maximized, 
allowing shareholders to determine future 
investment (Hatfield, 1909, pp. 216-217). His 
rationale was that if depletion were charged to 


“4 See Clark (1918, p. 122), who assumed that a corporate economy did not change owners’ entfepreneurial function, 
writing that “the holders of common stock are always entrepreneurs”. But he also acknowledged that widespread 
stockwatering undermined their capital function; he concluded that stockholders “are also capitalists ¿f stock represents 
any real capital actually paid in”. See also Simpson (1921), for discussion of stockholders as “entrepreneurs”, 

45 See Dickinson (1904), Cole (1908) and Hatfield (1909) for this view. For a lone voice in the accounting literature, 
contrary to this View, see Chase (1920, p. 423) who criticized the depiction of profit as “the entrepreneur's reward for his 
productive ability” in the new industrial era, concluding that “much of the profit today flows from special- privileges, or 
certain special conditions, rather than from the ability of the entrepreneur”. “The phd ic he concludes, is as much 
of a myth as the “economic man beloved by academics”. 

46 See Previts & Merino (1979, pp. 167-177) forthe impact of Bentléy’s statement. Both English and British parionas 
criticized Bentley, arguing that no one ever suggested that they (properties owned) were the capital of the business itself. 
47 See Dickinson (1904), Sprague (1908) and Hatfield (1909) for justification of profits available for distribation. Dickinson 
(1904) cited English law as maridatinig thiis focus: He also argued that the corporate form mandated use of historic cost to 
ensure that capital had not been impaired. 

18 See Hatfield (1909, pp. 215-216), Montgomery (1912) and Couchman (1924) for the tenor of the debate with respect 
to retention of earnings. See Veblen (1918b, c),.who concluded that Adam Smith would have rejected the new industrial 
order, which Veblen labeled “the going concern of production”. 
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` income, limiting dividend distributions, this 
would turn a speculative venture into a per- 
manent one without the consent of the stock- 
holders. Why, he asked, should managers, 
pesumably competent to run a mine, but not to 
administer a large trust fund, be permitted to 
retain part of the capital?4? Hatfield (1909, 
p. 218) extended this rationale to apply to 
“even a reinvestment in a similar enterprise”. 
Thus, he concluded, depreciation might also be 
charged to capital to show that capital invest- 
ment had been recovered.*° 

Most proprietary theorists, while rejecting 
retention of earnings, were not receptive to 
Hatfield’s suggestion that distributable income 
be maximized.*! While they recognized that 
their model must appear to provide passive 
investors (stockholders) with ultimate: control, 
they did not seem to believe that stockholders 
could or should have actual control. Thus, they 
were not adverse to adopting concepts, such as 
conservatism, and techniques, such as reserve 
accounting, that would result in understate- 
ment of distributable income.*? They used a 
somewhat tortured logic to justify understate- 
ment of income; the procedure would protect 
stockholders from their own rapacity.*? 


Thus, while their discourse focused on 
ownership and calculation of “profit available 
for distribution”, accounting practices, such as 
conservatism, reserve accounting and acceptance 
of depreciation and depletion as expenses, 
strengthened the position of those who con- 
trolled corporations. Through the use of these 
techniques, Hatfield’s fears became realized; the 
going concern ‘became, in effect, a permanent 
concern with respect to stockholders’ original 
investments. Proprietary theorists’ position on 
amortization of goodwill provides further evi- 
dence that they did not believe their own 
rhetoric with respect to shareholder control. 


Goodwill 

Goodwill, created by watered stock, presented 
a particularly challenging problem for proprietary 
theorists.°4 Goodwill theoretically represented 
promoters’ estimates of a corporation’s ex- 
pected future earning power; practically, for 
accounting purposes, goodwill equalled the 
excess of par value of common stock issued 
over the fair market value of corporate assets.*° 
Veblen (1918d, pp. 485—486) reflected popular 
opinion when he wrote that “Goodwill may 
represent some ‘special advantage such as a 


49 This question has disappeared from contemporary accounting theory texts. Given the Penn Central fiasco’and USX’s 
adventure with Marathon Oil, and the more recent merger mania, it appears to remain relevant. 

30 Financial capitalists, such as J. P. Morgan, might be expected to view this procedure with disapproval; they controlled 
most trusts and were already the target of charges of profiteering. They did not look with favor on procedures that would 
result in higher reported earnings and a decreasing capital base. See Simpson (1921) for discussion of this point. 

51 See Dickinson (1904) and Cole (1908), who wanted to use additional depreciation reserves to replace assets since the 
practice of paying out reported earnings to stockholders left corporations vulnerable. Dickinson represented the British 
view and Cole approached entity theory during this period. 

52 Practitioners in large audit firms, like Dickinson (1904), May (1916), Sells (1908) and Montgomery (1912), led the 
drive to limit distributable income. They argued that creditors also provided capital and they needed a margin of safety. 
Hatfield (1909, pp. 255-256) again took a contrary position; he rejected conservatism, warning that “to identify 
conservative finance with incorrect statements is a dangerous precedent, for the use of untruth in a good cause is likely to 
induce an attitude of mind in which untruthfulness becomes chronic and ineradicable”. 

53 See, for example, Montgomery (1912) and Hornberger (1923) who argued that stockholders should be protected from 
their own greed. Proprietary theorists, like contemporary theorists, did not appear concerned that they accepted 
maximization of self-interest, i.e. greed, as the factor that reconciles individual interests with societal interests in a market 
economy while simultaneously advocating accounting techniques that protect investors from that same greed. 

54 See Hatfield (1909) and Simpson (1921) for a full discussion of the extent to which “future earning power” had been 
capitalized by the trusts. See Sprague (1908) for discussion of technical problems posed and expression of concern about 
the lack of qualified accountants and widespread practice of showing all items with debit balances, Le. losses, discounts, 
etc., as assets. If all discounts on common stock had been recorded as “goodwill” then the problem would have been less 
severe, but many accountants simply increased property, plant and equipment or other asset accounts. 

59 See US. Congress (1900, 1902) for documentation of how stock was watered; the most common practice was to issue 
preferred stock for the fair market value of assets received in a consolidation and to issue common stock’as a bonus, based 
on promoters’ expectations of the future earning power of the firm 
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patent right or a statutory monopoly”, but 
typically, it accrued to those who have “the 
power to control the rate or volume of output”. 

Proprietary theorists could not: admit that 
goodwill represented monopoly power. To do 
so would have reopened questions about the 
reasonableness of laissez-faire economic poli- 
cies.*© Nor could they attribute value to the 
efficiency and- skill of management without 
undermining the entrepreneurial function that 
they posited for stockholders. Since proprietary 
theorists could not attribute goodwill to. per- 
manent monopoly control or to managerial 
expertise, consistency, they argued, required 
them to conclude that any excess earnings 
would be temporary. 

The debate over how to amortize goodwill 
became heated, but the conclusion to expense 
never appeared to be in serious jeopardy. 
Amortization enabled successful corporations 
to “make good” watered stock by providing 
funds for reinvestment, thereby re-establishing 
the integrity of capital. Proprietary theorists 
acknowledged amortization of goodwill limited 
dividend distributions -to “owners” by charging 
a fictitious expense (a charge where no cost 
had been incurred) to income. They justified 
this procedure as a means of correcting past 
abuses.*” 

‘Accounting methods did not mandate this 
correction. Hatfield (1909, p. 110) offered a 
more direct method: write off goodwill against 
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invested capital which then would be reported 
below par to highlight the fact that a corpora- 
tion had issued watered stock.*® This sugges- 
tion received little support; accountants were 
not willing to adopt a procedure that explicitly 
showed that common stockholders had not 
provided capital to the corporations they 
putatively owned.5? Reducing reported dis- 
tributable income and making good the watered 
stock through subsequent reinvestment had far 
more appeal. 


Expensing not only provided a greater. margin 
of safety for creditors and strengthened stock- 


holders’ ownership claims, this procedure had 
an added benefit. By reducing reported profits, 
it served to silence critics’ charges that those 
who controlled the trusts were “profiteers”.© 
Proprietary theorists’ discourse with respect to 
stockholders’ entrepreneurial function differed 
markedly from..the beliefs implied by the 
techniques that they adopted. Despite their 
expressed outrage at the suggestion that a 
corporation’s capital be viewed as “its” capital, 
their advocacy of accounting techniques that 
often grossly understated distributable income 
suggests they preferred that financial capitalists, 
not investors, control investment and reinvest- 
ment decisions. 

This debate highlights an interesting phen- 
omenon. Broad accounting concepts, such as 
profit, at times may be subject to harsh external 


criticism; but accounting techniques, perhaps 


36 See Hatfield (1909, pp. 110 f£), who recognized that “if any business is protected by a monopoly, whether a legal 
monopoly of a patent right or a partial business monopoly resting on the combination of all present competition in a trust, 
there is:á põssibility of maintaining prices at a level which will yield proste tit exceen Of the normal rate: But prudence 
required goodwill be assumed to be temporary and expensed. 

57 See May (1916) who notes that stock’ maenig had created the impression that corporations earned “unfair” 
returns. 

58 Hatfield (1909, pp. 110, 115, 117) and that goodwill in trusts. “was grossly overstated, and opènly and 
notoriously incorrect”. He COREE S that when i 15 determined: Matthe asset has:nò Falue, capital should be reduced, 
rather than charged against profits. ` 

39 Simpson (1921, pp: 126-127) reached 2 conclusion, similar to Hatfield’s. He suggested that accountants “deduct 
Goodwill on the asset side” to clearly indicate no consideration was received. A balance sheet that did not balance (capital 
stock would continue to be at par value) certainly would be unusual enough to serve as a warning to investors. 

© See Veblen (1918e, 1919b) and Chase (1921, 1926b) for scathing criticisms of financial capitalists for aaa See 
Edwards (1939) and Josephson (1972) for overview of criticisms during. this period. 
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due to their complexity and the need for 
specialized technical knowledge, seem imper- 
vious -to such attacks.°! Proprietary theory 
affords an excellent example of the use .of 
accounting techniques to achieve an end, such 
as limiting dividends “to protect stockholders 
from their own rapacity” that would generate 
severe criticism if-stated openly as an objective 
of accounting. Similarly, calculation of “profits 
available for distribution”, an objective in 
accord with traditional economic theory, was 
acceptable. A more accurate description of how 
proprietary theorists measured profit, calcula- 
tion of “profits available for distribution that we 
deem good for rapacious stockholders” would 
have been unthinkable. Such a description 
would undermine proprietary theorists’ claims 
of neutrality and objectivity; ‘attributes that 
they used to justify not responding to the 
growing ennnen of the pecuniary calculus of 
accounting $? 


Criticisms of tbe pecuniary calculus of 
accounting 

Dewey & Tufts (1908) asked: how does 
calculation of accounting profit impact the 
three basic functions of an economy — produc- 
tion of goods and services, improvement of the 


quality of life, and co-ordination of reciprocal 


relationships — if competitive forces are not 
operable? What would accounting profit reflect 
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if those who controlled the nation’s trusts could 
administer prices”? Since there would be less 
monetary profit in producing what society 
wanted (an unrestricted supply) than in a 
supply regulated in the interests of producers, 
society must suffer. 

During this period, an article in the Journal 
of Accountancy, written by Stuart Chase (1920), 
acknowledged that pragmatists’ criticisms that 
accounting profit might reflect control of the 
market (administered prices),. not efficiency, 
had some merit.®* Chase (1920, pp. 417—418) 
examined the question of “what constitutes a 
reasonable profit”, noting that this question 
would not be of concern if free competition 
existed. The question arose because “this 
simply does not reflect industrial relationships 
in the first decade of the twentieth century”. 
Chase (1920) noted: that he could justify 
traditional accounting measurement only by 
taking the investors’ (proprietary) view which 
he did for the purpose of this article. 

Pragmatists refused to focus solely on the 
investor in a corporate economy. They con- 
tended that social welfare would not be 
enhanced by latssez-faire policies that allowed 
“greed”, i.e. self-interest, to go unchecked or by 
continued reliance on mechanical calculation 
of profit and loss as the measure of the nation’s 
progress.°” They concluded that“association of 
business success with monetary profit and loss 


61 See Knights & Collinson (1987) for an interesting and enlightening discussion of how accounting techniques can be 
used to disarm critics. 

62 Parrington ( 1930) classified Social Darwinism as a naturalistic philosophy; naturalism’s basic attributes are objectivity, 
amorality, determinism and pessimism; proprietary theory reflects a similar naturalistic tendency.. 

63 See Dewey (1922b) for his most comprehensive attack on the utilitarian calculus and profit; he credits Mitchell (1918) 
with making him aware of'the full ramifications of this problem. 

4 See Dewey & Tufts (1908, p. 455) who cite iron, coal and clothing as examples of producers who found “it more 
profitable to combine and produce a limited amount”. See also Veblen (1918d, 1919a), Chase (1921, 1926b) and Scott 
(1933) for technocrats’ view of why those with oligopolistic power would not maximize production. 

63 Stuart Chase was a third generation CPA with a Ph.D. in economics; his family bad been active in the formation of the 
American Association of Public Accountants (now the AICPA), his lineage may have paved the way for the publication of 
this article. The article is much less stringent than most of Chase’s work, but it was the last time he published in the Journal 
of Accountancy. 

“ “Free competition bas given way in many basic industries to establishment of pools, rings, combinations, ‘gentlemen’s 
agreements’, interlocking directorates and other forms of monopoly or semi monopoly” (Chase, 1920, p. 418). 

67 Dewey & Tufts (1908, p. 243) quote Carlyle’s colorful denunciation of “mechanical profit and loss theory” as “a pig 
philosophy which regards the universe as a swine trough in which virtue is thought of as the attainment of the maximum 
possible amount of pig’s wash”. See also Dewey (1922b, 1927a) for scathing denunciation of the economic calculus of 
profit acd loss and of critics who claimed that pragmatists had acquiesced to the economic inequality. 
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could not result in production of goods and 
services society desired but, rather, would 
serve to enrich a select few (Dewey & Tufts, 
1908, p. 460). 

Proprietary theorists did not address prag- 
matists’ criticisms directly, their discussion of 
profit measurement indicated an unquestioning 
acceptance of classical economic theory and 
reflected: a clear naturalistic tendency. They 
sought scientific status by claiming to be 
“objective” reporters of fact. An editorial in 
the Journal of Accountancy (1909, p. 238) 
captured the tenor of the proprietary theorists’ 
discourse, stating that “The science of account- 
ancy makes inquiry into the Jaw determining 
the money results of business operations”. 
While proprietary theorists continued to refer 
to income as a “stock of wealth” and to focus on 
the balance sheet, they did not measure income 
by “revaluing” assets and liabilities.’ They 
developed an income determination model 
similar to the one:in use today. Revenues 
were realized at the point of sale and related 
expenses deducted to determine revenue from 
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operations; interest and financing revenue were 
reported separately.” Proprietary theorists 
depicted. exchange prices, the. basic data of - 
accounting data, as fact (invested cost), and 
disclaimed any responsibility for “value”.”? 


‘Accountants were merely reporters of fact, 


The depiction of prices as natural, ie. the 
result of the law of supply and demand, had two 
major. benefits. If prices reflected the law of 
supply and: demand, then competitive forces 
could be assumed to be operative.”* In com- 
petitive markets, accounting profit would reflect 
corporate efficiency and success in produc- 
ing the goods and services society demanded, 
and result in optimal allocation of societal 
resources.” Thus, criticisms about monetary 
profit could be ignored. 

Depiction of prices as natural had a second, 
and perhaps more important benefit. Account- 
ants could disclaim all responsibility for moral 
judgments. Cole (1911, p. 128) stated the 
proprietary position most succinctly, writing 
that “the accountant has nothing to do with a 
‘fair profit,’ or with measurement of risk, or with 


S8 Double-entry also was described in naturalistic terms to lend support to scientific status, See, for example, Walton (1914, 

P. 309), who claimed that double-entry that is founded on the tmmutable principte in nature that every action must have an 
equivalent counteraction”, or Littleton (1933, pp. 308 fŒ) who credited double-entry with the power to ‘resolve the 
allocation problem. For the opposite view, see Montgomery (1937) who lamented that the profession had suffered from 
the “curse of balancing” for many years. 

© See Dickinson (1904, p. 39), who argued that single-entry bookkeeping for a sole proprietor might allow recognition of 
appreciation; the emergence of the corporation with its special privileges, mandated use of cost and precluded recognition 
of appreciation. 

70 See, for example, Dickinson (1904), Sprague (1908), Hatfield (1909) and Wildman (1914). The only “revahuations” 
permitted were for decline in “value in use”, i.e. depreciation, estimates for bad debts, etc., or to be conservative, Le. lower 
of cost or market as applied to inventories and marketable investments. Most current accounting theorists accept the 
proprietary focus, Le. assume that a business should operate primarily for the benefit of the “stockholder”. A focus on 
owners does not mandate an indirect measurement of income, Le. change in net assets. l 

71 See Hatfield (1909) who emphasized this by using thé term “cost price” and Cole (1908, p. 209} who said that while 
one purpose of accounting might be to show value, the more important purpose is to show “cost”. Littleton (1929, pp. 147, 

150-151) summarized the position of accountants of this period when he wrote that “cost is not the basis of value; it is “an 
expression of investment in goods”, noting that until recent years accountants did not consider value, accounting was “a 
record”, bookkeeping “dealt with what was, that is to say prices paid or prices received”. 

72 Proprietary theorists did not examine the evidence presented at the Industrial Commission, if they had, their claims 
about the “objectivity” of prices might have been shaken. Simpson (1921, pp. 152-153) concluded that the evidence 
gathered at the turn of the century had inade all of the assumptions of “traditional” economic theory — that ‘competitive 
markets determine prices, all factors of production have equal bargaining power (mobility of capital, land and labor), and 
that no collusion occurs — 

73 Sterrett (1913, p. 241) reflects this view, writing that accountants provided the “first class of knowledge of cost” which is 
essential in the fixing of prices, the maximum of which is regulated by “the inexorable law of competition”. It is probably an 
accurate reflection of our heritage that two accountants, Chase (1926b) and DR Scott (1933), who challenged these 
claims and questioned the relevance of area ee ina ala society, receive little space in contemporary 
accounting theory texts. - 
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social desirability or spiritual progress or social 
justice” and that accountants were and should 
be impartial observers of economic reality.” 
He concluded that “accountants should not 
deal with policy, but with fact, they tell the 
truth, the economic truth” (Cole, 1911, p. 128). 
Proprietary theorists’ failure to recognize the 
inconsistency between-uncritical acceptance of 
laissez-faire economics, i.e. assuming com- 
petition remained operative, and their claim 
to objectivity has been a lasting legacy to 
the accounting literature.” While proprietary 
theorists did not address pragmatists’ specific 
criticisms of accounting profit, neither have 
most subsequent accounting theorists. Those 
criticisms remain relevant and deserve to be 
examined. 


The unanswered criticisms 

Pragmatists depicted accounting as a tech- 
nique that created incentives -for business to 
engage in socially dysfunctional behavior. By 
measuring gain and loss solely in “terms of units 
of money, assumed to be fixed and equal”, 
Dewey (1922b, p. 199) argued, accounting led 
to the false conclusion that “monetary gain 
should be the object of all action”. 

Dewey & Tufts (1908, pp. 463-464) pointed 
out that accounting profit created incentives for 
businesses to pay “sweating”, not competitive 
wages, to produce goods of shoddy quality 
and adulterated products (drugs) where fraud 
could not be detected. They noted that the 
cheapest (most profitable) goods were not 
always least costly in terms of human costs 
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(monotony, accidents, diseases, excessive hours, 
etc.)’° Dewey (1922b, p. 200) concluded that 
if business were conducted to service the needs 
of society, then accounting might be useful, but 
its role would change, becoming that of 
“statistics” —- an input to deliberation, not an 
evaluative output measure. In short, accounting 
profitability should not be tbe measure of 
corporate success.” 

A key question is: did proprietary theorists 
consciously devise a discourse that focused on 
the stockholder/owner, develop techniques 
that strengthened: the authority of those who 
controlled the trusts, and consciously rely on 
an assumption they knew was false to justify 
traditional profit measurement? The debate 
over “free income” suggests that this group of 
theorists clearly understood the partisan role 
that they played in legitimizing private property 
rights. They reacted vehemently to adoption of 
a procedure that might-raise any doubts about 
the right of stockholders to all of the profits of 
the corporations that they owned. 


FREE INCOME AND WAGE DIVIDENDS 


Dewey & Tufts (1908) asked: if stock had 
been issued for no consideration and then made 
good. through charges to income, had not 
consumers, rather than stockholders, provided 
capital? Pragmatists argued that the new indus- 
trial order drew heavily on intellectual capital, 
i.e. science and technological research, sup- 
ported by the community, not by private 

1 


74 Pragmatists expected experts to use their critical intelligence to make judgments. West (1989, p. 97) points out that 
Dewey made a crucial distinction between “scientific method” and “scientific attitudz”, see Dewey (1915, 1929). 

73 See Veblen (1918a) and Dewey (1929) for expansion on the point. Dewey (1929, p. 178) rejected “truth claims”, 
arguing that it would have been better if epistemology had “instead of the word ‘data’ or ‘givens’, happened to start out by 
calling these qualities ‘takens’”. “Takens” would highlight the fact that researchers framed problems, then selected data. 
Since problem selection (judgment) determined what constituted relevant data, Dewey found researchers’ claims of 
“objectivity” and “neutrality” ludicrous; a message that contemporary positive accounting researchers might consider. 
7 Dewey & Tufts (1908, p. 458) noted that the enormous increase in productivity of labor had been accompanied by 
increased dangers to health and life and to some extent diminished the educating and moralizing values. See Chase (1921, 
1926b) for elaboration of cost of progress in terms of human life during this period. 

77 The FASB (1978, p. 21) expressed a similar sentiment when stating that “accrual accounting provides measures of 
earnings rather than an evaluation of management's performance” although this appears to be an attempt to limit the 
profession’s responsibility not to provide information to all user groups. The Board’s assumption of consensus among user 
groups and its primary focus on the investor—owner does not indicate a desire to deliberate. 
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entrepreneurs (Dewey & Tufts, 1908, pp. 454- 
455). Government, not capitalists, had pro- 
vided most of the capital to develop new 
processes and new industries.”°*In a new 
industrial era, the first- question that society 
must answer is who owns what is collectively 
produced? Dewey & Tufts (1908) concluded 
that the community jointly owned the profit 
generated by technological advances and that it 
was wrong to allow a few people to appropriate 
all the benefits.” 


While proprietary theorists did not ‘address. 
the question of free income directly, the’ 


debate over interest on equity capital provides 
some interesting insights into their preferences. 
This issue split accountants into two camps. 
Proponents of interest capitalization argued 
- that manufacturers systematically underpriced 
goods because they did not include a cost for 
equity capital when establishing selling prices.” 
Opponents, comprised mainly of those engaged 
in auditing large corporations, appeared horri- 
fied by this suggestion.®° While they offered 
theoretical objections such as the impossibility 
of determining an appropriate interest rate and 
the arbitrariness of allocating such charges to 
income, they, perhaps inadvertently, revealed 
that their real fear concerned distribution. 
Capitalization of interest might encourage 
labor and consumers to claim they had a right 
to share profits after capital had received a fixed 
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return. Dickinson (1911, p. 591) issued an 
explicit warning; he maintained that “if interest 
is charged on capital then ‘the balance after 
interest which would be called ‘profit’, does 
not belong to them (stockholders) at all but 
to those who purchase goods from them or to 
the general public or the government”. Such 
profit might appear to be collectively owned. 
Dickinson (1911) left no doubt that he felt it 
would be inappropriate for accountants to 
convey such: an impression. He erroneously 
predicted’ that no manufacturer would admit 
that labor or consumers ‘had a right to share in 
profits (Dickinson, 1913).. 

In 1914, Henry Ford’s declaration of a wage 
dividend caught the popular imagination and 
drew harsh criticism from most businessmen.®! 
Ford’s pronouncement that labor had a right to 
share in the profits and receive a wage dividend 
came at a time when financial capitalists were 
under siege. A U.S. Congressional committee 
(the Pujo Committee) released a report in 1913 
that documented how a small group of men 
(the money trust) had gained contfol of much 
of the nation’s economic wealth.8? The evidence 
presented suggested that ‘financial capitalists 
had used “other people’s money” to gain con- 
trol of corporations and enrich themselves.®3 
Ford (1915, p. 673) supported these criticisms, 
claiming that business had fallen into “the 


hands of money men, who often produced 


78 See Fitch (1915b), Edwards (1939) and Kirkland (1961) for discussions of the amount of capital provided by 
government to build railroads and to develop new industrial processes, The appropriation of social capital and exploitation 
by financial capitalists was a common theme in the muckraking literature throughout this period. 

79 See Cole (1913), Church (1913), Nicholson (1913) and Suffern (1913) for-this view. 

® See Dickinson (1911, 1913), Joplin (1913), Sterrett (1913), Richards (1913), Wildman (1913) and May (1916) for 
criticism of this argument. 

5! Numerous articles and news notes appeared in a wide variety of journals. See, for example, Fitch (1914) in Survey, 
“Profit Sharing or Largresse” (1914) in the The Nation, Rumely (1914) in World's Work and debate between Verity (1914) 
and Abbott (1914) in Tbe Outlook. These articles represent typical reactions to Ford’s wage dividend plan, While Ford’s 
generous wages won the trust and support of labor, he perhaps can be best.characterized as a benevolent despot. He had no 
qualms about infringing upon his employees’ privacy, he hired Pinkerton guards to investigate each employee to make sure 
he (women should be married and, therefore, did not share in wage dividends) was worthy (thrifty and did not drink) of 
receipt of Ford’s generous wages. 

82 See U.S. Congress (1913) for Pujo Report; see also Wheeler (1973), Garraty 01957). and Sindir (1981) for specific 
tactics-used by J. P. Morgan, George Perkins and Morgan & Company, respectively. 

83 See Edwards (1939, p. PER who indicated that “the Aa oe alae a ing t ude oe EOR the 
monied interests”. sye ` wo 
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dubious products at prohibitively high costs” 
and- paid sweating -wages.®* Profit reflected 
power, not success in producing goods and 
services. Most accountants found Ford’s posi- 
tion untenable. 

In 1915, a New York State investigation of 
labor unrest examined the impact of “absentee 
ownership” on economic relations.®° Samuel 
Untermyer cited the concentration of power in 
the band of bankers as one of the most 
pernicious trends of the’ day. He called for 
federal chartering of corporations that included 
minimum standards of labor conditions and a 
national system of social insurance (Fitch, 
1915a). Most businessmen rejected both federal 
chartering and the concept of wage dividends 
which might be taken to mean that labor had a 
right to profits. As an alternative, most advocated 
industrial democracy or workers’ capitalism.®° 
If labor became owners through investihg in 
their company’s stock, then they would share in 
profits. Most concurred with Roger Babson’s 
conclusion that “wages are regulated absolutely 
_.. by the law of supply’and demand”. Labour 
could escape this restriction through owner- 
ship of common stock (Fitch, 1915a, p. 468). 

Given these events, the issue of capitalization 
of interest generated very strong feelings and 
by 1916 the battle was joined. Some leading 
practitioners warned that if accountants charged 
interest on equity capital to production, the 
public might attribute the excess profit to 
control of market prices.®’ Ford’s call for’a 
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“wage motive” to replace the “profit motive” and 
“for dividends to be paid only for actual invest- 
ment in property and equipment” appeared 
equally unacceptable to most of the leadership 
of the accounting profession. May (1916) 
examined all of the reasons that people had 
advanced for including interest in cost of 
production, concluding that one reason, dis- 
tribution of income, is of special importance: 
Labor would demand a share of profits; a 
position May found intolerable.’ May (1916, p. 
407) concluded that “Insofar as the results of 
including interest in cost bear on the broad 
question of the relations of capital and labor, 
the inclusion of interest would mislead and 
tend to promote discord and social injustice”. 
Mahon (1916) echoed May’s theme, noting 
that labor leaders, some years previously, had 
suggested that interest of say 6% be charged on 
invested capital.®? — 

Proprietary theorists did not reject the concept 
of charging interest on equity capital to produc- 
tion for technical reasons, the procedure could 
have been implemented (Cole, 1913). They 
rejected it because they perceived this as a 
technique that could undermine private pro- 


perty rights and ownership claims. Traditional 


concepts of profit did not leave any doubt about 
who owned what is ‘collectively produced; 
those who opposed charging interest on equity 
capital to production clearly indicated that they 
would not accept any procedure that might 
open up such a debate.’ 


4 See Ford (1926) for a completé statement of his philosophy. While accountants and businessmen could ignore 

reformers’ claims, they could not ignore Ford, one of their own, who was probably the most successful manufacturer of the 

period. See Chase's (1926a) discussion.of the impact of Ford's plan. 

55 See Fitch (19154, 1915b) for overview of testimony at the New York State hearings. 

86 The testimony at these hearings foreshadowed the position that business would adopt in the 1920s; see Mitchell (1989) 

for discussion of the generous corporation. 

87 See May (1916); see also American Institute of Accountants, Minutes, 1917 for vigorous debate between Scovell (1917) 

for support and Montgomery (1917) for opposition to interest capitalization. 

88 Simpson (1921,-pp. 179 ff.) correctly Bored that accountants had never been “interested in labor’s sacrifices unless labor 

happened to be an entrepreneur”. 

® For example, some labor leaders advocated that the Leclaire method (1842) ‘night be re-examined. Leclaire had 

suggésted “that 5% be paid to capital, the remaining profits to be divided into four parts, one to capital, one to mutual aid 

(workers compensation), two as wage “dividends” (Abbott, 1914, P- 629). See Robinson (1909) for an example of 

accounting from a distributional perspective. 

» Uniform Accounting (1917), issued by the Federal Reserve Board in co-operation with the AIA, effectively ended this 

debate as it’ prohibited charging interest on equity capital to production. Since Untform Accounting ‘was an almost 

verbatim adaptation of a Price Waterhouse internal control memorandum, the prohibition could have been prédicted. See 
- Previts & Merino (1979) for discussion of circumstances surrounding the issuance of Uniform Accounting. -- 
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. Dewey (1918a, p. 292). correctly predicted 
that the end of World War I would see “a coali- 
tion of forces which will prevent if it.can a demo- 
cratic reorganization of industrial society”! 
Harding’s (1920) call for a return to “nor- 
malcy” marked a reaffirmation of the “traditional 
American Creed”, ushering in the “Golden Age 
of Business”? Stuart Chase (1926b, p. 482) 
captured the spirit of the 1920s when he wrote 
that many hold “as axiomatic that what is good 
for business is good for everybody”, concluding 
that when “Adam Smith spoke of the ‘invisible 
hand’, ... he little realized that he was founding 
what has come to be a new religion”. 

The virtual apotheosis of business, combined 
with acceptance of the concept of economic 
democracy, enabled. accounting theorists to 
abandon the focus on the proprietor. Since the 
rights of stockholders (passive owners) no 
longer had to be defended against an onslaught 
of criticism, subsequent accounting theorists 
no longer had to ignore the corporate fiction. 
They could explicitly acknowledge managerial 
control and shift the focus to the entity. Paton’s 
(1922, p. 84) conclusions that managers were 
“interested in the wealth of all equity holders” 
and that they sought “to maximize returns to 
all suppliers of capital” did not draw the 
wrath that Bentley’s earlier comment had.?> A 
change in attitudes toward business aborted an 
interesting and illuminating theoretical.debate; 
the issues raised have- not been resolved and 
remain relevant today. 


CONCLUSION 


At the turn of the century, the emergence of a 
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tion between laissez-faire advocates and social 
reformers. When we examine proprietary theory 
in light of the power. struggle occurring in the 
Progressive- Era, it no longer appears to be a 
naive, outmoded theory, but, rather an imagina- 
tive and creative response to conditions that 
threatened to undermine continued acceptance 
of private property rights. Proprietary theorists 
had a firm commitment to classical economic 
theory and they used their knowledge and 
expertise in an effective and partisan manner. 

If we ask: did accounting theorists in the 
Progressive Era recognize what their beliefs 
committed them to? I believe the answer is yes. 
The literature contains explicit reference to 
absentee ownership and implicit recognition of 
the threat this could pose to private property 
rights. Rather than examine the impact. of 
industrial concentration on corporate relation- 
ships, proprietary theorists consciously chose 
to ignore the “fictional corporate person”, 
extending the use of the term proprietor to 
include stockholders. The decision to use this 
terminology appears to have been a deliberate 
and reasoned effort to. reinforce stockholders’ 
ownership claims. Since widespread stock- 
watering had divorced passive owners from 
their traditional capital. function, proprietary 
theorists had to focus on the traditional entre- 
preneurial function. By rejecting the concept of 
retention of earnings and by focusing on 
calculations of “profits. available for distribu- 
tion”, they provided a model that reconciled 
absentee ownership with the entrepreneurial 
function by making it appear that stockholders 
(owners) could control investment and re- 
investment decisions. 

We find an interesting discrepancy between 
their discourse which contained a clear and 


corporate economy created a bitter confronta- 


> Dewey (1918a, p. 293) also pointed out that “powerful financial interests are largely in control of credit” and would seek 
to contract credit to stop wartime inflation and, thus, to ensure repayment of war loans in “honest dollars”. The 1921 
recession and deflation accomplished this end; the severe deflation also made “conservatism” more acceptable (see May, 1936). 
52 See Galambos & Pratt (1988) for various factors, the idea of economic democracy, that enabled lalssez-faire 
policies to prevail. See Parrington (1930, p. 407) for a less charitable. conclusion; he attributes the demise of governmental 
action to the propertied class marshaling “the Swiss guards” to control the press (stop disclosing abuses) and to educate the 
public “that it was not the muck that was harmful, but the indiscretion of those who commented in print on the bad smells”. 

> Accountants have never adopted procedures consistent with entity theory (i.e. interest and taxes should be distributions 
to suppliers of capital) or abandoned the proprietary theorists’ normative position that managers should prefer 
stockholders’ interests to other interests (see efficient market theory); the questions proprietary theorists addressed 
continue to be relevant today. 
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unequivocal commitment to owners and the. 
accouriting methods proprietary theorists adop- 
ted. Their overall reporting objective, calcula- 
tion of profits available. for distribution, was. 


consistent with the faith they expressed in 


` classical economic theory. But the accounting 


practices they advocated suggest they did not 


believe their own rhetoric:- They, adopted 
procedures (amortization of goodwill where no 
cost had been incurred and reserve account- 
ing) and accepted a concept (conservatism:) 
that minimized distributable income and limited 
stockholders’ control. Their rationale for these 
procedures is curious. They sought to protect 
stockholders from their own rapacity (greed); 
thus, their income determination model served 
to arbitrarily limit the motivational factor 


(maximization of individual self-interest) that- 


economic theorists used to justify paca 
economic policies, 

This body of literature highlights one inter- 
esting attribute of technical disciplines like 
accounting.’ External critics can challenge 
general concepts, such as profit, but account- 
ing techniques, requiring specialized know- 
ledge, seem imperviou4 to external criticism. 
Proprietary theorists could not have stated as 
their objective, -“calculation of distributable 
profit that we deem good for rapacious stock- 
holders”. This more accurate description would 
have been understandable and probably the 


target of criticism. Such a caption also would: 


have undermined the profession’s claims to 
objectivity and neutrality. 

' When we examine the methods: proprietary 
theorists employed, rather than their rhetoric, 
it is clear that while they wanted the world to 
see a model ‘that theoretically enabled stock- 
holders to retain control, they did not believe 
stockholders could or should have..actual 
control. Despite their outward allegiance to 
economic individualism and ownership rights, 
the proprietary model served to strengthen 
financial capitalists’ control and facilitated further 
economic concentration. Their implicit prefer- 
ence for those who controlled businesses could 
have been based on a.number of factors: close 
relationships with creditors, greater respect for 
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men, like J. P. Morgan, than for stockholders, 
the belief that larger firms would be required to 
have audits or the belief that larger firms would 
generate larger audit fees. Although they may 
have preferred that financial capitalists, rather 
than stockholders, have actual control of cor- 
porations, they did not react favorably to 
proposed techniques that might have given 
other interest groups a claim on corporate 
profits. 

The debate over interest on equity capital as 
a cost of production clearly indicates that 
proprietary theorists understood the partisan 
nature of accounting. They recognized that 
reporting formats are not sacrosanct. They 
rejected the concept of collective wealth, 
generated by technology, making it clear that 
they would not tolerate an accounting pro- 
cedure that might open up a debate about 
distribution of profits. They understood the 
potential threat that the first question prag- 
matists asked — to whom does the ‘wealth that 
is collectively produced belong? — posed to 
private property-rights. Their frank discussion, 
of why accountants should not use an account- 
ing technique that might encourage labor or 
consumers to lay claim to-corporate returns, 
highlights the strength of the commitment they 
made. This debate also provides strong evi- 
dence that they knew accounting techniques 
and reporting formats were not neutral and that 
they did more than report facts. 

The least satisfactory part of proprietary 
theory is the response to criticisms of the 
“pecuniary profit of accounting”. This non- 
response has been one of proprietary theory’s 
most enduring legacies. The pragmatic question 
remains relevant. How does calculation of 
accounting profit impact the three basic. func- 
tions of an economy-— production of goods 
and services, improvement of the quality of 
life and co-ordination of reciprocal relation- 
ships — in our current economy? Neither 
proprietary theorists nor subsequent theorists 
have addressed these questions adequately. 

The influence of proprietary theory can be 
seen in our current. literature. Although 
we have abandoned the term proprietor, 
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contemporary accounting theory, like proprie- 
tary theory, continues to make the normative. 
assumption that, “managers should -maximize 
returns.to owners, i.e.- shareholders... While the 
debate over the. right of: managers to retain 
earnings: ended in the 1920s and our: current 
literature -takes it as non-problematic that 
professional managers should control enter- 
prises’ investment: and reinvestment decisions, 
we still depict management as accountable to 
the ‘“owner-—investors’ ..... for-.planning -and 
controlling -enterprise operations in their 
interests”. (FASB, 1978, p. 9). We posit some 
mechanism, such as Board of Directors or 
contracting, that ensures that managers will act 
in the posited manner. But, like proprietary 
theorists, we refuse to test the reasonableness 
of our assumptions in light of actual economic 
conditions and corporate relationships. Dewey 
would suggest that we audit the present, and 
ask: have Boards of Directors been effective? Do 
stockholders have the necessary attributes to 
contract?) He would also suggest that we 
critically assess how phenomena such as “green-. 
mail”, “golden parachutes” and “poison pills” 
arise and explain how they occur, given 
whatever protective mechanism a we posit, 
exists, 5. Pa 

-Proprietary theorists’ iatialistie response to 
criticisms of, accounting also has had a long 
lasting effect. Theories that focus on naturalistic 
attributes — objectivity, amorality, determinism 
‘and pessimism —- have become the standard 
response to criticism of accounting. In the late 
1960s and during the 1970s when accounting 
came: under sharp attack, accounting theorists 
“responded with the efficient market: hypothesis 
and positive research, naturalistic responses. 
Positive. theory appears to me to. be our. 
contemporary version, albeit more sophisti- 
cated, of Social Darwinism, “survival of the 
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fittest”, i.e. Nature or some other deity. deemed 
that what: is, should be., The. theory. parallels 

proprietary theory and. has all the attributes of 
naturalism: (1) ‘objectivity: accountants deal 
with “facts” in a “scientific” manner, (2) 
amorality: accountants provide no prescrip- 
tions, we are “neutral” observers of economic 
reality, (3) determinism: laws direct the econ- 
amy, self-interested behavior, an innate, not 
learned phenomenon, directs human .action, 
and (4) pessimism: a negative ‘attitude toward 
people with respect to effecting meaningful 
change. 

If we examine positive theorists’ claim of 
objectivity from pragmatic perspective, it does 
not appear to be convincing: For example, 
selection of a mechanism . (contracting) -that 
ensures “formal freedom” rather than “real 
freedom” to protect conflicting interest groups 
constitutes a value judgment. I believe we 
would. be better off if we recognized that fact 
and debated. the impact of that- commitment. 
Similarly, we need. to acknowledge: that any 
analysis of “what is” arbitrarily limits our data 
set (companies no longer in business are 
excluded); I-think. we would do well to beed’ 
Dewey's warning and call our data “takens” not 
“givens” to. remind us-of the ‘subjective. nature 
of data selection. govis 

As we enter the twenty- first centary, account- 
ing theorists continue to exhibit a decided 
reluctance to deliberate. Theories, based on 
assumptions that bear no relationship to actual 
economic conditions, would seem to be singu- 
larly inappropriate to. address contemporary 
problems. A. century seems long enough to 
assume critical.problems related to distribution 
af income;,the quality: of life, and allocative 
efficiency away. I believe that we would do well 
to adopt:a pragmatic perspective to analyse the 
role our discipline plays in today’s society. 
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Abstract 


. The “rediscovery of the factory” has been one of the key events in American political and economic debates of 
the past decade. This paper addresses the complex of arguments, claims and strategies that have centred on the 
factory and manufacturing processes in American industry. These it terms the “politics of the product”. 
Accounting expertise, defined as a changing set of legitimated claims to competence, is fundamentally 
implicated in the politics of the product. For accounting expertise has been identified as an important part of the 
problem, rather than the solution. But the politics of the product is more than a set of claims and arguments. It 
also involves attempts to change the ways in which production processes are represented and acted upon. 
Three dimensions are identified: problematizations, programmes and techinologiés. Current attempts to reform 
the calculative technologies of accounting, through such mechanisms as activity based costing, are seen to be 
more than technical devices for better representing new manufacturing systems, Rather, they are considered to 
be an integral: component of a significant shift in modes of corporate goverhance. Attempts to transform 
accountancy are held to be intrinsically linked to attempts to foster a new form of economic, citizenship. 


i a ase a a ae ais ara 


of economic life. 


The “rediscovery of the factory” has been one of 
the key events in American political and 
economic debates of the past decade. Far from a 
comfcrting celebration of American success, 
this has been a matter of self-doubt and diagnosis 
of the causes.of decline. American industry has 
been indicted on a number: of counts. The 
nation’s factories have been held to have been 
making products of inferior quality, using 
suboptimal production processes. Products 
made in America have been said to be of lower 


quality than foreign goods, whether these be 
consumer products such.as cars,or industrial 
commodities. American factories have been 
accused of inefficiency, and of lacking a suitably 
trained workforce. Managers have been attacked 
for seeking short-term profits at the expense of 
long-term goals. The “American system” of mass 
production, now nostalgically become the 
emblem of a lost economic past, has been 
contrasted with a contemporary inability to 
keep pace with foreign manufacturers. Once 
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powerful, but now humbled, companies have 
been taken as exemplars of the decline of entire 
sectors of the US. manufacturing economy, as ! 
their performance has been eroded relative to 
that of nations such as Japan. 

This image of a lost competitiveness on the 


part of American industry is typically pre- 


sented as much more than narrowly economic. 
Designers, engineers, and the research com- 
munity are implicated in the downfall of 
American manufacturing. The education system 


is held significantly responsible for the absence. 


of a property educated workforce. And the capital 
markets are accused of being an important con- 
tributory factor in the move towards a financial 
structure more intent on short-run gain than sus- 
tainable excellence in production. The decline 
of American mamufacturing is viewed as systemic 
and deeply rooted, its consequences economic, 
technological, sociological, and even moral. 

We use- the term politics of the product to 
characterize the multivalent nature of these 
debates, arguments and strategies that centre on 
the factory and the manufacturing process: For 
at their heart is. a concern with quality, 
productivity, the technology of the manufactur- 
ing process, responsiveness to consumer demand, 
and all those diverse factors ranging from 
schooling, to training in the firm, to labour— 
management relations, that enable a nation to 
produce well. The product, its attributes and its 
constituent parts, has become the organizing 
theme and reference point for debates in all 
these areas of economic and social life. The 
Jactory has become the institutional site upon 
which these concerns have alighted. The politics 
of the product thus links up diverse and 
heterogeneous issues and arenas. It establishes 
reciprocal relations have between the factory 
and a range of other worries about ‘the 
competitiveness of the nation. And these 
reciprocal relations have become an essential 
ingredient in a restating of the roles of accounting 
and management. The factory is to be redesigned 
and accounted for in novel ways, and a new 
alignment of interests and activities forged. 

Of particular importance to the politics of the 
product is the content and foundation of those 
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expertises that govern the enterprise. For if 
manufacturing matters, then the status and 
capacities of the managerial expertises that 
control the manufacturing process are decisive. 
The apparently pervasive myopia in American 
industry can be traced back to the bodies of 
expertise in question. And it can be traced back 
one step further, to the business schools, 
universities, and management consultancies that 
for many years have been successfully promot- 
ing the “new management orthodoxy” (Hayes & 
Abernathy, 1980; Abernathy et al, 1983). Whilst 


-a multiplicity of factors, such as differences in 


the cost of capital between nations, may have 
contributed to the decline of American manu- 
facturing industry, at root is held to be an 
acute failure of managerial expertise, and of 
calculative expertise in particular. A consistent 
preoccupation on the part of managers with 
short-term cost reduction rather than long-term 


- competitiveness, and with financial restructur- 
‘ing to bolster profits rather than: technological 


innovation, is held to arise in large part out of the 
financial mentality that is so dominant a feature 
of contemporary managerial expertise. Account- 
ing expertise thus comes to be represented as a 
crucial part of the problem rather than the 
solution. A transformation of the expertise that 
directs the enterprise is seen to be needed. 
The centrality of accounting and financial 
expertise to the politics of the product is as 
unsurprising as its potential implications are 
profound. The politics of the product consti- 
tutes a profound challenge to that expertise, 
striking as it does at.the heart of its self-image. 
For the expertise of accounting is closely tied to 
the claim that it can produce a factual and 
calculable knowledge of economic relations. To 
be able to collect, store, process, communicate, 
and render comparable factual data about 
economic relations is one of the ideals upon 
which accountancy was established. This ideal 
held out the possibility that one could manage 
corporations and processes at a distance, through 
the strict application of financial ‘controls and 
calculations. An individual manager with ‘no 


. special expertise in a particular industry or 


technology would be able to step into an 
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unfamiliar company and run it successfully 
through such: mechanisms. Analytic detach- 
ment, achieved in large..part through the 
calculative.routines of finance and accountancy, 
rather than hands-on knowledge of a firm’s 
products, markets and production processes, 
was considered to be the route to business 
success. 

Accounting held out the promise of demarcat- 
ing a financial domain that would be neutral, 
objective and calculable, and that would allow 
the corporation to be governed and administered 
according to the facts (Hopwood, 1984, 1986; 
Loft, 1986; Miller & O'Leary, 1987; Miller, 
1991b). Across the present century this image 
has sustained the programmatic ambitions of 
accountancy in diverse domains. Calls to bring 
the facts of costing to light (Loft, 1986), to link 
the corporation with capital markets (Ripley, 
1927; Beaver, 1989), to regulate management— 
labour relations (Bougen, 1988), to enable the 
pursuit of efficiency in the public sector 
(Hopwood, 1984), and to enable the state to 
govern better both private enterprises as well as 
those entities. formally tied to it (Miller, 1990, 
1991a), have all appealed to the objectivity and 
neutrality of calculative expertise: The expertise 

of accountancy would carve out a domain 
separate from that of politics (Rose, 1991). The 
calculative technologies of accountancy would 
translate the moral -into the factual (Miller & 
O'Leary, 1989). And this would transform not 
only the administration of the large corporation, 
but also the government of modern, liberal 
societies (Alonso .& Starr, 1987; Miller. & Rose, 
1990; Rose & Miller, 1992). It-was these ideals 
that were so significant in elevating accountancy 
from the factory floor to a position of dominance 
within the boardroom (American Accounting 
Association, 19°70; Burchell: et al, 1980, 1985). 
And it is such images .and conceptions of 
managerial expertise that have, come increas- 
ingly to be questioned from a number of 
quarters. 


‘that. 
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The politics of the product is thus an 
inherently problematizing activity." The “prob- 
lems” that it addresses, and the centrality of 
accounting to them, are not pre-given, and do 
not present themselves unambiguously and 
immediately. An issue has to attain a certain 
familiarity and recognizability to enter the field 
of problems that is the politics of the product. 
Objects, actions and techniques have to be 
rendered problematic through an often com- 
plex and slow process of fabrication. The linking 
of the factory, the product, and accountancy can 
only be achieved once particular aspects and 
issues have been given a visibility and signifi- 
cance. Disparate -difficulties have to be linked 
together, and aligned, before a measure of 
agreement can be reached that it is this 
phenomenon that is the problem rather than 


The- politics of the product is also a deeply 
programmatic terrain. Rather than . passively 
identifying problems and causes of failure, a 
variety of agents and agencies are actively 
promoting new ways of thinking about and 
acting upon the factory and the product, and 
suggesting ways of overcoming the deficiencies 
of existing methods of calculating and managing. 
The problematizing and programmatic aspects 
of the politics of the product exist in a reciprocal 
relationship with each other. To have problem- 
atized a particular activity or technique is part 
and parcel of that process of articulating a new 
set of proposals that promise to remedy the 
deficiencies of existing ways of managing and 
calculating. The politics of the product is a field 
of intersecting and.often competing arguments, 
proposals and counterproposals deployed by a 
variety of interested parties, such as professional 
associations, government’ agencies, organized 
labour, and employers’ federations. 

And the politics of the product is also centrally 
a matter of technologies. Whilst abstract argu- 
ments. are important in helping to form a certain 
terrain of rationales, it is necessary also ‘that 


1 For further elaboration of this and related concepts see Miller (1991a), Miller & Rose (1990), Rose & Miller (1991). 


190 


proposed ways of remedying the deficiencies of 
existing practices be rendered operable. Pro- 
grammes for re-engineering the factory, for 
implanting a concern with quality at the heart of 
the factory, and for making it possible to manage 
the diverse activities that will enable enterprises 
to produce well, require as their complement 
technologies for acting upon and intervening in 
such processes. 

It is these different, yet interrelated, dimen- 
sions of the politics of the product that we 
address in this paper. We do not claim to unpack 
fully this complex and still unfolding event. Nor 


do we claim to have followed up with equal. 


emphasis all the different aspects that are 
addressed here. Our aim is simply to explore 
the significance of the politics of the product 
in relation to accounting, and to use this 
event to illustrate the fruitfulness of under- 
standing it in terms of the triptych programmes— 
problematizations—technologies. 

For the politics of the product is in part an 
auto-critique in which accountants have publicly 
declared their responsibility for the “lag” in the 
adaptation of ways of calculating to new 
economic and technological circumstances. 
Accountants and managers have been busily 
admonishing themselves for failing to represent 
adequately manufacturing processes. Accoun- 
tants are held at fault for failing to treat with 
greater caution the fraught endeavour of trans- 
lating physical processes into accounting and 
statistical relationships. Prior to entering into 
such a process of adjudication and evaluation, 
we argue that it is important to explore what is at 
stake in this seemingly practical matter of better 
adapting means to ends. 

By examining this complex event, we are able 
to explore the changing set of legitimated claims 
to competence that is accounting expertise. We 
are able to see how such claims to competence 
are advanced, established, and questioned. 
Issues such as these are central to the way of 


approaching managerial expertise suggested by. 


Alasdair MacIntyre (1985). It is, MacIntyre 
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proposes, on a plane of reference that is both 
historical and philosophical that such matters 
should be addressed.’ Before examining the 
politics of the product in greater detail, it is to 
MacIntyre’s discussion of managerial: expertise 
that we turn next. 


ACCOUNTING EXPERTISE AND 
CORPORATE GOVERNANCE 


The ideals of neutrality and objectivity are 
central to accounting expertise. Whilst there are 
numerous versions of the processes through 
which the figure of the expert has come to fuse 
together neutrality and legitimated compe- 
tence,” such ideals are most sharply focused in 
MacIntyre’s discussion of the character of the 
manager (MacIntyre, 1985). Managerial exper- 
tise, according to MacIntyre, is fundamentally 
dependent on its claimed factual knowledge. 
And this claim, he suggests, is constitutive of the 
role that the character of the manager plays in 


. modern societies. 


Macintyre uses the term character rather than 
social role because of the way in which it links 
dramatic and moral associations. Characters are 
recognizable because a ‘knowledge of the 
character provides an interpretation of the 
actions of those individuals who have assumed 
the character. It does this precisely because 
those individuals have used the very same 
knowledge to guide and structure their be- 
haviour. Characters exercise a certain kind of 
“moral constraint” on the actions of those who 
inhabit them. The ‘requirements of a character 
are “imposed from the outside”, and a character 
is “an object of regard by the members of the. 
culture generally‘or by some significant segment 
of them” (MacIntyre; 1985, p. 29). Furnishing 
citizens with a cultural ideal, the character gives 
moral legitimacy to a mode of social existence. 

Characters have one other notable dimension. 
They are, as MacIntyre so elegantly expresses 
it: 


2 The most recent and comprehensive of these is Perkin (1989). 
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the moral representatives of their culture and they are so 
because of the way in which moral and metaphysical 
ideas and theories assume through them an embodied 
existence in the social world. Characters are the masks 
worn by moral philosophies (Macintyre, 1985, p. 28, 
emphasis in original). 


Treating ends as given, as outside the scope of 
action, the concern of the manager is with 
technique. Just like the therapist who treats ends 
as given, and whose concern is to transform 
maladjusted individuals into well-adjusted ones, 
the manager inhabits a domain separated from 
moral debate. This domain is one in which 
procedures for eliminating disagreement are 
located within hierarchies of imputed skill and 
knowledge. 5 

But the character of the manager has a 
distinctiveness that sets this figure apart from 
others such as the therapist. The manager trades 
in a singular “moral fiction”, namely the claim to 
“possess systematic effectiveness in controlling 
certain aspects of social reality” (Macintyre, 
1985, p. 74). This claim to effectiveness, and the 
authority that follows from it, rests in turn, 
MacIntyre argues, on two further claims: firstly, 
that there exists a domain of morally neutral fact 
about which the manager is to be the expert; 
secondly, that these facts exist as a set of law-like 
generalizations capable of yielding causal ex- 
planations and predictions by means of which 
the manager may shape and mould the social 
environment. The legitimacy and vindication of 
managerial expertise depends upon “a justified 
conception of social science as providing a stock 
of law-like generalizations with strong predic- 
tive power” (MacIntyre, 1985, p. 88). 

The snag with this idealized claim to effective- 
ness, MacIntyre argues, is twofold: the manager 
does not possess a stock of law-like generaliza- 
tions; and the predictive power of managerial 
expertise is weak. In the absence of such 
essential supports, the claims of managerial 
expertise to status and reward are “fatally 
undermined” (MacIntyre, 1985, p. 106). And 
with this goes the support needed for the 
concept of managerial effectiveness. Deprived of 
such a grounding, the notion of managerial 
effectiveness is no more than “the name of a 
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fictitious, but believed-in reality” (p. 76). The 
notion of managerial effectiveness turns out to 
be just “one more contemporary moral fiction 
and perhaps the most important of them all” (p. 
107). The activities of those who claim the status 
of experts may still have effects. But the notion 
of social control embodied in that of expertise is 
a masquerade. Belief in managerial expertise is a 
peculiarly modern illusion. The fetishism of 
bureaucratic skills has supplanted the fetishism 
of commodities. 

This way of depicting managerial expertise is 
compelling. For it is doubtless the case that 
managerial expertise is often tied to dubious 
knowledge claims or ones that cannot be made 
good. And the analogy suggested by MacIntyre 
between belief in God and appeals to managerial 
effectiveness is starkly persuasive, namely that 
they each lack the appropriate kind of rational 
justification. MacIntyre’s approach to managerial 
expertise helps in posing philosophical ques- 
tions concerning the rational and moral ground- 
ing of contemporary managerial practice. And it 
opens up the domain of evaluation of the rivalrous 
and heterogeneous moral schemes that compete 
for our allegiance in the domain of accounting 
and management. Moreover, the blending of 
philosophical analysis with historical inquiry helps 
to emphasize that a point of view succeeds or fails 
in establishing its superiority relative to its rivals 
only in a particular historical encounter. 

A philosophical history of this type is valuable 
in that it allows for national variation in the 
ways in which managerial expertise has been 
implanted within the activities of government 
and business. The role of the Harvard Business 
School can thus be differentiated from that of the 
Grandes Ecoles. And yet a much broader process 
can also be charted, one in which government 
and business becomes a hierarchy of bureau- 
cratic managers to'which ordinary citizens can 
do little. more than defer since they lack a 
legitimated competence in such affairs. The end 
result of such processes is a managerial expertise 
that has succeeded in removing itself from the 
disputed terrain of politics, and has established 
itself securely on. the beguiling territory of truth 
(Rose & Miller, 1992). 
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.But there are also limitations in tethering the 
analysis of managerial expertise too strongly: 
to’-a particular set of epistemological and 
philosophical claims. To make the absence of 
rational justification for managerial expertise the 
core.of the argument (MacIntyre, 1985, p. 76), 
and- to hold that the moral -and political 
legitimacy of managerial expertise “turns on 
how we decide an issue in the philosophy of the 
social sciences” (MacIntyre, 1985, p. 87), is to, 
risk overburdening the historical and institu- 
tional analysis that. is such a fruitful component 
of MaclIntyre’s analysis. Managerial expertise 
may well be “fatally undermined” and its very. 
notion “imperilled” if one places. managerial 
expertise on a philosophical register. But epis- 
temological adequacy and moral rectitude are 
not inevitable twins, and tracing the former even 
to individual pieces of research is notoriously 
difficult. 

In any case, the apparently fatal epistemological 
flaw at, the heart of managerial expertise. seems 
to have been of little consequence for the 
- growth, expansion, and transformation of that 

body of expertise. In particular, the rise to 
dominance of the financial mentality now so 
strongly disputed within the politics of the 
product, depended fess on its superior philo- 
sophical credentials than on its capacity to open 
‘up new ways of representing and intervening in 
economic processes (Miller & Rose, 1990). New 
modes of corporate governance were made 
possible. And rather than view the politics of 
the product as evidence. that epistemological 
criteria have finally been accepted as ways of 
evaluating and. arbitrating on the adequacy of 
financial expertise, it is worth emphasizing that 
in corporate governance, as much as in govern- 
ment more generally, the alleged weaknesses or 
failures of one modality of governing are often 
principally ways of demonstrating the strengths 
and advantages of other techniques and remedies. 
Managerial expertise, and the government of the 
enterprise more generally, is a .congenitally 
“failing” activity to the extent.that a succession 
of programmes is the- norm-rather’ than. the 
_exception. The problematizing-programmatic 
natote of such expertise-helps torsustain:an 
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eternal optimism that enterprises are susceptible 
to better or more effective schemes of manage- 
ment. If we-wish to understand the rise of 
managerial expertise, and its changing forms, we 
suggest that it is on the plane of problematiza- 
tions, programmes and techinologies, rather than 
that of. epistemological adequacy, that one 
should look. 

It isthe argument of this paper that we need to 
analyse not only the particular historical setting 
in which appeals to a certain body of expertise 
are made. We need to be aware not only of the 
often persuasive charade of much of managerial 
expertise, and of its generally hollow claims to 
inhabit a domain of pure technique set above the 
fray, apart from moral and political stakes. We 
need also to address the ways in which particular 
forms of managerial expertise emerge as possible 
solutions to problems that confront liberal 
modalities. of government, namely; how to 
reconcile the principle of restricting the domain 
of political intervention .with a recognition of | 
the vital political significance of formally private 
activities (Rose & Miller, 1992). We need to 
examine the historically specific links between 
such socio-political objectives and the admini- 
stration of the multitude of tasks and activities 
within the enterprise. More particularly, we 
need to understand-how, and through what 
means, accounting expertise comes to be 
problematized in relation-to particular demands, 
and with what implications for. modes of 
corporate governance and economic citizenship. 

The politics of the product is a complex event 
embedded within a constantly shifting assemblage 
of ways of seeking to align. formally private 
activities with wider political ideals. It is through 
this event. that the expertise of accounting and 
management is problematized. In particular, it is 
the remote and abstract nature of the-expertise 
ofaccounting.and of other ways of managing that 
is questioned..An unease is articulated concern- 
ing the neglect of tangible results, whether this- 
be in the spheres ‘of production or education: 
And this unease seizes upon accounting and 
managerial expertises in so far as they epitomise 
the false hopes of a remote expertise. The 
bizarre white-collar expertises: of-Wall:Street, of 
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the tall hierarchies within enterprises, and 
of accounting and financial know-how more 
generally, are‘seen to have led to a loss of contact 
with “real work” (Zaleznik, 1989). 
. The notion that managerial expertise has 
become too remote and abstract from produc- 
tion processes has both empirical and moral 
dimensions. It allows concerns to be voiced over 
the proportion of effort that is now “indirect”, 
and. enables suggestions to be made that there 
has occurred a fundamental misalignment in the 
allocation of talent. It gives expression to a view 
that there has been an attenuation or a loss of 
certain American ideals, in particular those 
concerned with substantive, practical accomp- 
lishments on which the nation is held to depend. 
A new realism, based on the visible accomp- 
lishments of making things, is to rectify such a 
lacuna or loss of direction. A new economic 
_ citizenship is proposed that promises to align 
activities within the enterprise with such ideals, 
and in so doing to bring them into much 
closer proximity with each other. Expertise, 
activities, and-outcomes-are to be subject to the 
incessant demand that they contribute to th 
product. . s 
It is. the problematizations of accounting 
expertise in relation to such wider. shifts in 
American ideals (Miller & O'Leary, 1989) that 
are the concern of this paper. Specific calculative 
technologies, such as costing or investment 
appraisal, can be questioned with force and 
legitimacy by linking them to a new configura- 
tion of political ideals. Such issues fail outside 
the purview of an analysis of the type proposed 
by MacIntyre. The language of masquerade used 
by MacIntyre neglects to differentiate one 
masquerade from another, and fails to address 
shifts in modes of corporate governance. It is 
such transformations in ways of governing 
economic life, in particular those represented by 
the politics of the product, that are the concern 
of this paper.. >> > ; 
- Itis to these concerns that we now turn. In the 
next section we consider some of the constituent 
elements of the politics of the product, and the 
ways in which accounting expertise has been 
‘problematized'in- relation to the: factory,:the 
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quality of the product, and the issue of national 
competitiveness. Then, in the following section, 
we examine how the politics of the product sets 
out in programmatic form new modes of 
economic citizenship and new calculative tech- 
nologies. For it is through such mechanisms that 
a novel accountability is to be installed within 
the enterprise, in an attempt to link better. the 
customer and the product. 


THE POLITICS OF THE PRODUCT 


The “politics of the product” is formed out of 
diverse strands of debate and argument that 
cannot be neatly compartmentalized. Issues are 
identified in distinct arenas, and gradually linked 
up with others. Common, and often overlapping, 
concerns then become- recognizable across 
widely varying terrains, where -before there 
were only separate phenomena. In this way, and 
in relation to disparate issues, .accounting 
expertise has. been-problematized within the 
politics of the product. And yet, out of this 
complex of arguments and debates, at least two 
closely interrelated strands can be identified as 
of particular note: firstly, the product, its quality 
and integrity, and the factory-as the locale that 
needs to be re-engineered to address such issues; 
secondly, national competitiveness, understood 
as a matter of the world-class profitability of 
enterprises, and as something that depends on 
the stock of skills available to the nation. ' 

Let us consider first the question of the 
product and the factory, and the way in which 
this has been able to assume much more than an 
economic significance: For. products and pro- 
duction processes have been made to evoke a set 
of political and cultural values. The lack of 
“quality” of a product, its unsuitability for a 
particular purpose, or its physical inferiority 
relative to the products of competitor nations, 
has somehow become atest of social organiza- 
tion, work practices,.governmental policies and 
collaborative endeavour (Clark & Fujimoto, 
1990; Dertouzos et al, 1989; Goldratt & 
Cox, 1984; Johansson’ & McArthur, 1988; 
Quality Progress, 1989; U.S.: Congress; 1987). 
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The inferiority of American products has. been 
symbolized and demonstrated by comparing the 
nation’s products and production’ processes 
with those of Japan (Hayes & Abernathy, 
1980; Hayes, 1981; President’s Commission on 
Industrial Competitiveness, 1985; Wheelwright, 
1981). 

The product has been. problèmatzed in 
distinctly “realist” terms: by pointing to the 
relative “wastes” that have come to be built into 
the American production system. To make a 
high technology product, American factories 
have often needed grossly more space, time, 
inventory, labour and recotd keeping than 
their Japanese counterparts (Kaplan, 1983; 
Schonberger, 1982, 1990). And frequently, the 
result has been a lower quality product. Poor 
design and the deficient engineering of produc- 
tion systems, have given rise to waste, often ona 
massive scale. Revelations proliferated during 
the 1980s of materials and products that 
travelled hundreds of needless miles because of 
simple flaws in factory layout. Waste has also 
secreted itself in the excessively loose coupling 
of production chains within and across American. 
enterprises. Close co-ordination’ of supply 
and demand has been precluded apparently 
by the frequent need to rework products 
for defects, machinery breakdown, and un- 
reliable deliveries. Finally, the skills and 
knowledges of. workers, professionals, and 
executives at all levels in a firm have all too 
seldom been used to effect continual, incre- 
mental innovation in products and Beco 
processes. 

Concerns over the product and its quality 
were intrinsically linked to a second set of 
issues that further contributed to a problematiz- 
ing of accounting expertise. This was the varied 
expressions of anxiety over American com: 
` petitiveness. These ran far deeper than the 
immediate context of manufacturing manage- 
ment and policy (Doyle & Kearns, 1988; 
Kennedy, 1990; Presidents Commission on 
Industrial Competitiveness, 1985). The dramatic 
decline in’ stock prices of October 1987 
exemplified the issues. But, for many, the 
“evidence of widespread social decay” was 
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“more unnerving still”, according to the historian 
Paul Kennedy (1990, p. 31). This seemed 
manifest most particularly in the fact that 
“America’s schoolchildren appear to lag behind 
those in other advanced societies in almost 
every branch of learning” (p. 31). 

Throughout the 1980s, a series of commen- 
taries and commission reports pointed vividly to 
the problems of American schools, and linked 
such issues up with the question of.national 
competitive advantage (Business—Higher -Edu- 
cation Forum, 1983; Business Rouridtable, 1987; 
Chubb & Moe, 1990; Congress of the United 
States, 1987; Doyle & Kearns, 1988; Iacocca, 
1989; National Commission on Excellence in 
Education, 1983). All too many’ American 
students, prospective members of the work- 
force, were ill-equipped to compete; lacking in 
“cultural literacy” (Hirsch, 1987) and numeracy 
as well as an appreciation of foreign languages, 
geography, history, natural sciences and the “art 
of learning itself” (Kennedy, 1990, p.-31). 

These concerns were relevant equally: to the 
public school system and tc private enterprises 
(Chubb & Moe, 1990). Complaining about 
Detroit schools to a conference of the National 
Education Association, Chrysler chairman Lee 
Iacocca declared: “We'll be getting our workers 
from a school system that spends less than 30 
percent of its total budget on basic education. 
Can: you believe that? Seventy percent of the 
budget goes for various support services, and 
less than one-third goes to teach the kids how-to 
read, write, and — very important to me — how 
to count” (Iacocca, 1989, p. 44). . 

Accounting has become central to these l 
debates concerning the competitive position of 
Amėrican society (Fallows, 1990; Rosecrance, 
1990). New ways of representing the signifi- 
cance of manufacturing processes in American 
society have been sought (Cohen & Zysman, 
1987; Dertouzos et al., 1989). And new ways of 
thinking of the place and relevance of account- 
ing practices in objectifying the management and 
conduct -of manufacturing have been proposed, 
around the theme of competitive advantage 
(Howell & Soucy, 1988; Mcilhattan, 1987; National 
Association of Accountants, 1986, 1988). 
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The decline in American competitiveness 
has come to provide a reference point for a 
rapidly proliferating complex of concerns, 
including the burgeoning governmental budget 
deficit, excessive spending on arms, and the 
political and cultural reluctance to frame an 
explicit national policy for core industrial 
sectors (Kennedy, 1990; Rosecrance, 1990). But 
in a liberal society one can only. attribute so 
much responsibility to central government. 
The difficulties identified in all these diverse 
domains have come to be linked less to an 
alleged failure of Washington and the politicians, 
than to a much more worrying failure in the 
conditions for productive entrepreneurship at 
the heart of American society. 

For entrepreneurial endeavour has, it is 
argued, been “burdened” by excessive, inhibit- 
‘ing, and abstract managerial expertises. The 
issues of overhead and indirect work came to 
frame an influential part of the explanation of 
American competitive disadvantage in manu- 
facturing. Managerial expertises had proliferated 
that were remote from the factory but neverthe- 
less bore heavily upon it. In part, this was a 
question of new and exotic forms of white-collar 
entrepreneurship seen to be taking form on Wall 
Street. As the economist James Tobin expressed 
it: “We're throwing more and more of our 
resources, including the cream of our youth, 
into financial activities remote from the produc- 
tion of goods and services, into activities that 
generate high private rewards disproportionate 
to their social productivity” (cited in Holland, 
1989, p. 272). Through the invention of financial 
mechanisms like leveraged buyouts, these remote 
entrepreneurs nevertheless exerted an influence 
on the factory that was substantive and, according 
to a number of influential commentators, disastrous 
for the quality of American products (Galbraith, 
J. K., 1988; Galbraith, J., 1989; Holland, 1989; 
Lowenstein, 1988). 

The wave of takeovers and leveraged buyouts 
of the 1970s and 1980s was seen to both reflect 
and reinforce the nation’s neglect of the product 
and the factory. Within the centres of calculation 
(Latour, 1987) of modern finance, particular 
enterprises counted for little as a logic of 
portfolio analysis turned investment into specu- 
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lation (Galbraith, 1988; Lowenstein, 1988; 
Rohatyn, 1988). As Federal Reserve chairman 
Paul Volcker commented in 1985: “We've 
become expert in trading all kinds of financial 
assets and companies ... but all the while, 
productivity still lags” (cited in Bianco, 1985, p. 
7). The nation had become a “casino society”, 
according to a Business Week article which 
recalled Keynes’s warning: “Speculators may do 
no harm as bubbles on a steady stream of 
enterprise. But the position is serious when 
enterprise becomes the bubble on a whirlpool of 
speculation. When the capital: development of a 
country becomes the byproduct of a casino, the 
job is likely to be ill-done” (cited in Bianco, 
1985, p. 78). 

But it was not only the financial entrepreneur- 
ship surrounding ‘the enterprise that was 
problematized. Right within the enterprise itself, 
it was argued, managers had allowed themselves 
to become remote from the needs and demands 
of production. There was the issue of conglome- 
rate organization (Heilbroner, 1990), of which 
the historian Alfred Chandler (1990, p. 622) 
recently remarked, with reference to the 1960s 
and 1970s: “For the first time in history, 
American managers began to invest extensively. 
and systematically in facilities and enterprises in 
businesses in which they had- little or no 
experience”. According to Chandler, the develop- 
ment of the American conglomerate corpora- 
tion during this period was an inherently flawed 
response to intensified foreign and domestic 
competition, Finding it difficult to compete 
within their existing domains of business, many 
managers sought rapid, non-organic expansion 
into unrelated fields. But the “costs of un- 
bridled diversification were soon to be learned” 
(Chandler, 1990, p: 634), manifest especially in 
the wave of divestitures and “de-conglomera- 
tion” that followed in less than a decade. The 
history of American enterprise ought to have 
provided this lesson: that competitive advantage 
cannot be sustained where top-level corporate 
executives lack the “product-specific experience 
needed to evaluate the proposals and to monitor 
the performance of their operating managers” 
(Chandler, 1990, p. 623). “[Impersonal] statisti- 
cal data”, in whatever abundance it could be 
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provided, could not compensate for the resul- 
tant loss of data “quality” (p. 623). 

These different indictments of conglomerate 
organization and of a remote and abstract 
managerial expertise were illustrated vividly in 
Holland’s (1989) book When the Machine 
Stopped. This focused on one particular firm, 
Burgmaster, in the machine tool industry, and 
as such offered a “cautionary tale for industrial 
America” (Holland, 1989, p. 1). A firm in which 
managers and workers had “grease in [their] 
blood”, and which between 1943 and 1965 
pioneered developments in flexible tool holders, 
turret drills and numerically controlled drills, 
collapsed in 1986. This collapse followed a take- 
over by a conglomerate in 1965, and ʻa 
subsequent leveraged buyout in 1979. Whilst a 
number of subsidiary factors in the downfall- of 
Burgmaster are pointed to by Holland, central 
to his diagnosis is the replacement of “the 
disorder of manufacturing” by “the tidiness of 
numbers” (Holland, 1989, p. 56). Neither the 
attempts to quantify the entire production 
process, nor to subject it to the computerized 
discipline of materials requirement planning, 
could resolve the problems of a craft-based 
manufacturing firm. To the conglomerate office, 
Burgmaster appeared less as a factory than as an 
income statement and a balance sheet. As such, 
its importance was as one component within a 
portfolio of diverse enterprisés, a vehicle for 
accommodating conglomerate-wide debt sche- 
dules, rather than as a factory making machine 
tools. The leveraged buyout it underwent in 
1979 further accelerated the move of managing 
away from the product and the factory, and 
toward “financial engineering”. The ultimate 
downfall of Burgmaster was one in which 
innovations and quality in the production of 
machine tools succumbed to the requirements 
of debt retirement schedules. 

However, for some observers it was not only 
within conglomerate organizations that American 
managers became separated from a substantive 
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knowledge of products and manufacturing 
processes. Even in functionally organized com- 
panies, a pseudo-professionalism of manage- 
ment (Hayes & Abernathy, 1980) had all too 
often taken hold. Reinforced by the schools of 
business administration and a culture which 
over-valued “credentialism” (Fallows, 1989), 
corporate hierarchies had become populated by 
a variety of esoteric knowledges, each seeking to 
act on production from the distance provided by 
“relevant” reports and statistics. It was as though 
a culture of bureaucracy had taken hold, as 
Xerox chairman David Kearns (1989, p. 16) 
remarked, one that was exceptionally difficult to 
root out, and that should never have been 
allowed to accompany corporate expansion. 
This was perceived as a failure in one of the core 
institutions of American capitalism.‘ Competi- 
tion in product markets, oversight by boards 
of directors, and accountability to investors 
had apparently not disciplined ‘the excesses 
of managerial ambition. ‘These institutions 
had not acted to preclude: the “widespread 
waste and inefficiency of the public corpora- 
tion and its inability to adapt to changing 
economic circumstances” (Jensen, 1989, p. 
65). 

It is within these disparate arenas that the 
roles and expertise of accounting have been 
problematized. The relevance of accounting to 
the factory and the product, and to the 
management of manufacturing enterprises more 
generally, has been called into question. Two 
strands of argument can be identified. One 
refers to the spread of a particular calculative 
mentality among senior American managers. 
The “tali” hierarchy of expert managers, and 
the development of complex forms of financial 
entrepreneurship, have been linked together 
within a mentality which considers that 
appropriate accounting numbers and other 
Statistics can be effectively marshalled to 
“guide the artisans’ hands” (Johnson, 1990, p. 
17).3 


5 Johnson (1990, pp. 16-17) attributes the phi see: tó Alfred Sictat Of General Motors: “the chalets to contolthe puree 


strings; not guide the hands of the artisans”. - cal 
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This financial mentality, whose spread since 
the 1960s has led American managers to become 
increasingly remote from a tactile, craft-like 

~knowledge of products and manufacturing, must 
first be rooted-out (Hayes & Abernathy, 1980; 
Heilbroner, 1990; Johnson, 1990). For it has 
blurred a crucial distinction between an account- 
ing for financial magnitudes, essential to finan- 
cial policies and strategies, and the fraught 
attempt to represent physical production pro- 
cesses in financial terms (Johnson, 1990). The 
latter, Hayes & Abernathy (1980) have insisted, 
is but a futile effort to translate the untranslat- 
able: “Complex.modern technology has its own 
inner logic and developmental imperatives. To 
treat it as if it were something else — no matter 
how comfortable one is with that other kind of 
data — is to-base a competitive business on a 
two-legged stool, which must, no matter. how 
excellent the balancing act, evitaii m to the 
ground” (ibid., p. 75). 

The second strand of argument is interrelated 
with the first: For it concerns the apparent 
obsolescence of some of the core technologies 
of accounting for manufacturing (Howell & 
Soucy, 1988; Hronec, 1986; Johnson & Kaplan, 
1987; McUhattan, 1988). If top-level, corporate 
managers became remote from manufacturing 
by relying on highly aggregated measures of 
monthly or quarterly profit, the .situation of 
middle-level, operating managers turned out to 
be similar. Although physically closer to manu- 
facturing processes, and in possession of detailed, 
disaggregated measures of performance, all too 
often these measures misled also. 

Neither in accounting, nor in other informa- 
tion systems, was the. significance of product 
quality for global competitiveness adequately 
represented (Kaplan, 1983). Ways of establish- 
ing the indirect benefits of advanced, manu- 

` facturing automation had not been incorporated 
within discounted cash flow practices, and the 
long-term, strategic nature of such investments 
was not adequately. portrayed (Seed & Wagner, 
1988). As General Motors -Chairman Roger 
Smith (1989. : acknowledged, product cost 
‘numbers in American enterprise were often 
grossly inaccurate, particularly for the case of 
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factories making multiple, differentiated pro- 
ducts, because accounting technologies that 
would accurately assign indirect costs to pro- 
ducts had often not been installed (Cooper, 
1987a, b). Accounting technologies for the 
active management and reduction of overheads, 
often the single most significant cost category, 
did not exist (Miller. & Vollmann, 1985). In 
short, it was argued, the development of 


-accounting and other measures of disaggregated, 


operational performance had seriously “lagged” 
major changes in the competitive context of the 
American factory, such as intensified and global 
competition, shortened product life cycles, the 
inherent logic of advanced, automated produc- 
tion, and information machineries, Accounting 
technologies rendered “visible” a manufactur- 
ing process that no longer existed. 


TOWARD A “NEW ECONOMIC 
CITIZENSHIP” 


There is more to the politics of the product 


. than just a melancholy search for the causes of 
-American - decline. 


Manufacturing industry, 
accounting ‘systems, and managerial expertise 
more generally, are not only to'be indicted but 
reformed. And this is to be undertaken within a 
broader transformation of modes of government 
of the enterprise. A new form of economic 
citizenship is to be forged, within which new 
calculative technologies are to play a key role in 
constructing new modes of accountability. This 
is no longer. to flow from the capital markets to 


‘the enterprise via accounting, but from the 


consumer to the product. 

. The new modes of accountability that are 
sought aim to transform not just management 
but the worker. Indeed, the American worker 
has been a key figure in the diverse expressions 
of concern over the factory and the product. 
There have been appeals to the artisanship of 
labour, and an insistence that skills, intellectual 
no less than manual, are usefully judged by their 
impacts on tangible outcomes (Fallows, 1989). 
The interrelations among all those involved in 
manufacturing. enterprise are to culminate. in 
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work on the factory floor, and are to be judged 
in terms of the quality of the products made. 
Chains of interlinked “activities” (Johnson, 
1990; Ostrenga, 1990) are envisaged, by which 
the diverse practices, skills and expertises of 
modern manufacturing are to be joined with the 
critical work of the factory, and judged as-more 
or less adequate in supporting it. In the new 
Saturn automobile project of General Motors, 
the significance of this supporting chain has 
been symbolized in an exercise. Employees 
support each other in jumping from a pole at 
forty feet. “But there I was”, a production 
worker is quoted as saying, “forty feet up, and 
four people holding a rope to keep me from 
breaking my neck. Two assembly line technicians, 
an engineer and a finance guy” (Saturn Corpora- 
tion, 1990a). 

The direction of accountability in American 
manufacturing enterprise is to be reversed, 
thereby calling into doubt the privileged role of 
accounting within such processes. If accounting 
and other modes of calculation have translated 
the factory into expected relations among sets of 


statistics, thereby enabling its insertion into. 


various financial dealings, an intense account- 
ability to the factory itself is now proposed. The 
organization hierarchy is to be inverted, as 
Motorola president George Fisher has expressed 
it (Avishai & Taylor, 1989). 

` This focus on the factory and the product is to 
be linked firmly to a newly privileged role for the 
consumer. The needs of customers are to be 
read into the products that are made in the 
factory, and the efforts of everyone in the 
enterprise held accountable to that endeavour. 
The aim is to “saturate your company with the 
voice of the customer” (Whiteley, 1991, p. 59). 
If necessary, the production lines are to be 
stopped where there is the least lapse in 
responsibility to the customer: “every single 
person” is to “make sure every piece [of the 
product] fits the way it should” (Saturn Corporation, 
1990b). But “product integrity” is much broader 
than functionality or technical performance. A 
precise fit of the product with the lifestyle of the 
consumer is to be sought (Rose, 1989), and any 
space between the factory and the consumer 
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removed. The factory is to become an extension 
ofan experienced consumér, become ever more 
attentive to the minutae of the product: “The 
stuff of product integrity is [in worrying about 
and eliminating] a miniscule gap between the 
hood and the car’s body — the magic is in the 
details” (Clark & Fujimoto, 1990, p. 114). 

Cellular manufacturing is one of the ways in 
which a focus on the product and its quality is to 
be linked up to the newly dominant image of the 
consumer. “Factories within a factory” are to be 
established through such means. For the output 
of one cell is to be “sold” to its customers in the 
next cell along the assembly path. Cells are to 
become “suppliers” that need to be “certified” 
in much the same way as outside suppliers. 
Attempts to give a new priority and significance 
to the customer through the organization and 
management of production processes are vividly 
illustrated by Schonberger’s (1990) statement 
that “The customer is in the world-class 
organization, not outside ‘of it” (Schonberger, 
1990, p. 34). The shadow of the customer is to 
be cast upon each cell, as plant layout is altered. 
Cellular modes of manufacturing are to allow the 
quality and integrity of the product to be 
questioned at every stage of production. The 
factory is to mimic the logic of the market by 
designing production: processes as a sequence of 
customer-driven flows: 


A chain of customers is the result of aligning resources 


by the way the products (goods or services) flow. It is an 
idea whose time has come. While there are a few narrow 
terms associated with it -—— namely, cells, flow lines, and 
group technology — the broad term is focus; that is, 
focus on the product and the customer, not the function 
(Schonberger, 1990, p. 34). 


Through cellular manufacturing, the factory is to 
be visualized and to operate as a myriad of little 
businesses, each of which has to be sensitive and 
responsive to its customers. The “chain of 
customers” is to mirror the customer who buys 
the final product, and to implant such a logic at 
the heart of the production process. But the long 
chain of customer-like relations still has an end 
point to which it-is subordinate. As Fisher of 
Motorola has declared: “For a while, people at 
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Motorola thought they had ‘internal’ customers. 
They don’t. There is only one customer — the 
person who pays the bills. That’s the person 
we're serving” (Avishai & Taylor, 1989, p. 109). 
The ideal is to have manufacturing sytems with 
“brains” that go right from the customer to the 
production line. For the present, a mediated 
version of such an ideal has to suffice, one that 
takes the form of cellular manufacturing. 

The new economic citizenship (Dertouzos et 
al, 1989, p. 134) that is tọ effect this 
accountability of products to customers is to be 
a Citizenship of continual entrepreneurship and 
creativity, aimed at “sustained capacity for 
design and manufacturing innovation” (Cohen 
& Zysman, 1987, p. 205). Workers are to be 
given a larger responsibility for the production 
process, in an attempt not only to maximize 
productivity, but to enhance personal well- 
being. In the.words of the MIT Commission on 
Industrial Productivity: 


Under the new economic citizenship that we envision, 

workers, managers, and engineers will be continually and 

broadly trained, masters of their technology, in control of 

their work environment, and involved in shaping their 

_ firms’ objectives. No longer will an employee be treated 

like a cog in a big and impersonal machine. From the 

company’s point of view, the work force will be 

- transformed from.a cost factor to be minimized into a 

precious asset to be conserved and cultivated (Dertouzos 
et al.. 1989, p. 135). 


This new programme for responsibilizing in- 
dividuals should be treated with caution. The 
personal satisfaction -of the worker is a familiar 
refrain in a number of attempts to reconfigure 
economic life to boost productivity (Donzelot, 
1991, Miller, 1986; Miller & Rose, 1988). But 
even if some of the themes that make up the 
appeals for a new economic citizenship are well 
worn, its significance as a programme for 
governing economic life should not be under- 
estimated. For it provides an organizing rationale 
that seeks to link together the opportunities and 
demands of new technology with a revised’ 
perception of the relationship that individuals 
are to have with their productive activity. 
Workers and managers alike are to have an 
active and-engaged relationship with the pro- 
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ductive machine. The call for greater caring for 
employees on the part of the corporation should 
not be viewed either as wholly benign or 
entirely disingenuous. For its obverse is the 
expectation that employees will give more of 
themselves as well (Dertouzos et al, 1989). 
Individualism is to be co-operative in a new 
economic citizenship that blends together 
group solidarity with existing American ideals in 
the overriding quest for economic advantage. 
The new economic citizenship is to entail 
novel relationships between and’ among com- 
panies, employees and technology. The jobs of 
production workers are to be broadened, in 
ways that require individuals to understand a 
larger part of the whole process, in order to take 
full advantage of the new technology. Participa- 
tion is to be open to all levels of the corporate 
hierarchy (Reich, 1987): a partnership of 
management and labour, as Roger Smith (1989, 
p. 36) of General Motors has put it, as “active 
participants in the building of teams and in the 
continuous improvement -of everything that 
happens on the factory floor”.- The privileges of 
rank and formal qualification are to give way to 
more egalitarian tests of achievement based on 
results — on products of improved fitness for 
purpose, quality and international competitive- 
ness. “We don’t have time clocks”, a worker in 
the Saturn auto project is quoted as saying, 
“Nobody wears ties. It’s hard to tell engineers 
from technicians, and, you know, it doesn’t seem 
to matter. It’s just labor and management on the 
same team” (Saturn Corporation, 1990a, p. 60). 
Embedded in this new economic citizenship 
is a particular conviction of what it is to possess 
the facts relevant to the management of manu- 
facturing enterprise. This is to begin at the most 
tangible level, with the product, and with the 
apparently simple question of whether its parts 
fit together as they should. The direct processes 
of manufacture are to be the starting point, and 
are to be known ina direct and ocular fashion. 
Manufacturing is to become an artisan-like activity 
in which the excellence and performance of the 
product is to be interpreted in terms of what it 
is to do for the customer (cf. Avishai & Taylor, 
1989; Schonberger, 1990). From this point of 
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departure, the authority and legitimacy of 
managerial expertise is to be reconceived and 
reconstructed. Excellent management seeks to 
allow and reinforce only those forms of exper- 
tise and activity that shape the required charac- 
teristics of the product. Excellent. accounting 
helps to open up those fields of visibility and 
modes of dialogue in which activities, no matter 
how’ spatially remote from the factory, are 
pondered upon and judged in terms of the value 
they add to the. product. The “power of lean 
production” (Womack et al., 1990) is thus to be 
established within. American enterprise. The 
product; in its physical integrity, is to be the 
touchstone in a rebuilding of national pre- 
eminence in manufacturing. 

Just-in-time, as a set of abstract principles and 
a complex of technologies, is among the 
measures through which this “new economic 


citizenship” is to be made operable (McNair.et 


al, 1988). This has been: attempted through. 
changes in factory architectures and. layouts, 
production machineries, organization struc- 
tures, as -well as -accounting (Berliner & 
Brimson, 1988; Howell & Soucy, 1988). These 
are all to: be reconfigured in an attempt 
to contribute to a factory in which the 
emphasis is on the “minimum amount of 
equipment, materials, parts, space and workers’ 
time. absolutely essential to add value to a 
product” (Wheeler, 1986, p. 2, emphasis in 


os _ original). D 


Just-in-time manufacturing, its - proponents 
have insisted, is not.a “cultural phenomenon” 
with limited applicability (Wheeler, 1986, p. 2), 
even if it does draw upon culturally specific 
experiences such as those of Japan (Hayes, 1981, 
Wheelwright, 1981). It is not alien to American 
ways of working because of its origins in a 
seemingly less individualistic society (Kaplan, 
1983). Neither is it an initiative limited. to 


concerns with inventory. It is, as Wheeler (1986, 


p. 2) has put it, “an enterprise wide operating 
philosophy that has as its basic objective the 
elimination of waste”. Its force and significance 
consists in the ability to translate abstract ideals. 
for the conduct of American economic life into 
novel programmes for governing the enterprise 
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and for. transforming the managerial expertise 
that is to operationalize them. 

just-in-time means. much more than its name 
implies. A knowledge of the physical properties 
of the factory.is to supplant- a managerial 
expertise that prides itself. on its. ability to act 
upon the enterprise from a distance. Between 
the factory and its suppliers and customers;.and 
between the elements of the production process 
itself, the couplings are to be. continually 
tightened through innovations. The information: 
Iost through translating the physical reality of 
the product and production processes into 
abstract, statistical and accounting reports is to 
be magnified. Buffers and slack resources that 
shielded incompetence are to be removed. Just- 
in-time engineering is to encourage ‘managers 
to know the “inner logic and developmental 
imperatives” of their production’ technology, 
and to avoid treating it “as though it were 
something else —- no matter how comfortable 
one is with that other kind of dat 7 (Heyes & 
Abernathy, 1980, p. 75). S7 > 

Related roles for a transformed accounting 
have begun to be elaborated. Within just-in-time 
manufacturing, accounting. has been called upon 
to develop an. expertise which renders “activi- 
ties” visible and establishes their impacts on 
product costs (Clark et ál., 1985; Cooper, 1987a, 
b; Johnson, 1990; Ostrenga, 1990; Patell, 1987). 
Again, there is an issue of what it is to know the 
facts of manufacturing processes. Facts are to be 
visualized, whether in computer simulations, in. 
reports, or by direct inspection, as movements 
through space and time. The complex reality of 
the corporation is to be made familiar and plain 
by envisaging it-as a dense, interlinked network 
of the ordinary .actions and movements of 
people and technologies. - 

It is in these terms that Ostrenga. (1990) has 
reported his experiences as a cost management 
consultant. From assignments in a range of very 
different corporate and industrial settings, he 
has concluded that “the focus shifted inevitably 
to the effect. [that] activities and activity- 
consuming resources have'on the economics of 
the business”.(Ostrenga, 1990, p. 42). Activities 
are seen as, the fundamental building blocks of. 
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total cost management and competitive advantage 
(Borden, 1990; Cooper, 1989; Cooper & Kaplan, 
1988; Kaplan, 1985, 1986). Clients’ production 
processes are to be delineated as networks of 
activities, so that these can be observed, 
documented, flow charted and segregated as to 
whether they .add value to the company’s 
products (Ostrenga, 1990, p. 43). This alone 
provides the kinds of facts necessary to competi- 
tive success: “Many businesses still rely on 
managing by the summarized financial numbers. 
Yet the equation for success is a simple one: Cost 
is caused, cost is incurred. The only effective 
way. to reduce cost is to manage resource- 
consuming activities. ...” (p. 49). 

Visualizing the enterprise in this way has been 
_ reinforced by an intersection of accounting and 
computer simulation of production and product 
design processes. Cost strictures are often 
embedded in steel and concrete as a new factory 
-is built and equipped. If American enterprises 
are to regain competitive pre-eminence, it has 
been argued, entrepreneurial attention must be 
focused on facility and product design. Models 
and softwares for predictive costing have begun 
to be developed (Berliner &-Brimson, 1988; 
Bruns & Kaplan, 1987). Accounting, architec- 
ture, industrial engineering, and design have 
begun to be interlinked by computer simula- 
tions that present factories, processes and 
products in coloured, animated, “three- 
dimensional”~ forms, The simulated world of 
production and design is to be represented in 
such a form that it can be “walked through” 
(industrial Engineering, 1990; Pollack; 1990), to 
anticipate movements and activities and to 
gauge their costs. 

The.new economic Siirak is thus to be 
rendered operable through just-in-time rationales 
and new calculative and representational tech- 
nologies. Novel accountings are to help give 
visibility to a myriad of activities — “establishing 
vendor relations, purchasing, receiving, disburs- 
ing, setting up a machine” (Turney,1989, p. 25) 
— that are to be: objects of the continual, 
pragmatic innovation that the new economic. 
citizenship is seen to require. Suppliers, 
customers, and workers themselves, as well as 
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managers and consultants, are to study per- 
sistently such blocks of activities to see how 
components deemed non-value-adding can 
be identified and removed (Gwynne, 1990; 
Mcllhattan, 1987, 1988). 

But it is not just in and around the factory that 
the enterprise is to be rendered visible as a 
complex of activities. Forms of expertise and 
work that are removed from the factory and the 
conduct of manufacturing have become objects 
of particular concern (Johnson, 1987; Mcilhattan, 
1987). The question has been posed as to 
whether administrative expertises can them- 
selves be visualized, accounted for, and evaluated 
as activities that are extended “components” of 
the product offered to customers. The task of 
bringing such expertises onto the field of 
visibility conferred by the product has been seen 
as especially difficult, but of crucial significance 
(Johnson, 1987). A two-stage approach has been 
envisaged. Firstly, those involved in even quite 
complex forms of administration — the design 
of information and accounting systems, for 
instance — are to be required to ponder the 
activities involved in their work in terms of 
value-added for the customer. It is a matter of 
requiring “everyone” in an organization to 
“answer every question in the context of the 
customer”, as George Fisher of Motorola has put 
it (Avishai & Taylor, 1989, p. 109). 

Secondly, calculative and organizational 
arrangements have been proposed that seek to 
bring about a logical relationship between the 
undertaking of various blocks of activities, and 
the value provided to the customer by particular 
products. Activity-based-costing is one such 
arrangement, an emergent accounting techno- 
logy whose declared aim is to “assign costs to 
products based on the causal relationships of the 
activities required to produce the product” 
(Cooper, 1990, p. 3). Existing costing systems 
are said to have relied on a fundamentally 
mistaken view of the manufacturing process, 
namely that individual products cause costs 
(Turney, 1989, p. 24). Costs have been assigned 
to products using various indicators of produc- 
tion volume. But the process should have been 
stated differently: activities consume costs, and- 
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products consume activities (p. 25). To install a 
concern with activities is to alter the’ cost 
assignment process. in ways that are seen as 
decisive for the strategic management of manu- 
facturing. By grouping activities according to 
significant differences in the ways in which they 
are “consumed” by products, product costing 
can be achieved.more accurately. Without such 
a nuanced basis for assigning costs, it has been 
argued, managers may lose vital data for 
manufacturing strategy where their firms pro- 
duce multiple, differentiated products that sell 
in highly competitive markets (Cooper, 1988). 

But difficulties with this proposal for trans- 
forming costing and its rationales have already 
been recognized. Questions have been raised as 
to the costliness of activity-based cost systems, 
the added complexity they enforce on enter- 
prises seeking operational simplicity, and difficul- 


ties of implementation (Cooper, 1988; Johnson, 


1990; Schonberger, : 1990). The strong claim 
made on behalf.of.activity-based costing --.that 
it will exhibit causal relations among activities, 
costs and products — cannot easily be sustained 
by accounting technologies. There remains the 
puzzle of what it might mean to assign accurately 
corporate overhead, the costs of resources 
shared by several facilities, to individual facilities 
and products (Johnson, 1987).-But these diffi- 
culties are less important than the insistence that 
such causal relations are to. be established. To 


this end, organizational solutions have been. 


proposed to parallel and complement develop- 
ments in just-in-time accounting. Product and 


production managers are coming to be regarded 
as “owners” of their products and’ facilities 
(Mclhattan, 1987), for instance, «with some 
rights to determine the levels of service they 
wish to “buy” from corporate accounting, legal, 
marketing or other professional support depart- 
ments. Here, complex charge-back accounting 
systems are to be invoked, which may draw 
upon notions of activity based costing, to 
establish quasi-markets for- professional and 
administrative services within. a corporation 
Gohnson, 1987). 

This insistence on establishing causal rela- 


tions between professional support activities. 
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and individual products forms an integral part of 
the new economic citizenship that has been 
urged upon American enterprise. To bring such 
managerial expertises onto a field of visibility of 
products is to deny them any privileged status 
deriving. from special skills, knowledges and 
qualifications. Their activities. are not to be 
lodged securely within the categories of fixed or 
indirect cost, and'thus shielded from the market 
vicissitudes affecting particular products and 
their direct workers. The “reentrepreneuring” 
of America (Lee & Childs, 1989) entails opening 
up the entire production process to an insistent 
questioning that seeks to determine the value- 
added for the customer. Remote, elite managerial 


expertise is not to ‘escape such scrutiny: 


CONCLUSIONS 


There is much at. stake for accounting in the 
politics of the product. A body of expertise that 
prided itself on its ability to manage by: the 
numbers is now challenged on precisely these 
grounds. What had been held out, and accepted 
in. certain countries for many years, as the 
strength of accounting is now turning out 
rapidly to be viewed as a limitation and a 
weakness. What had previously functioned as a 
much vaunted “solution” to the difficulties of 
managing the large corporation, is now viewed 
by many as itself a key part of the problem. 

We have examined above some of. the 
constituent features. of the politics of the 
product, and how accounting expertise has been 
problematized in relation ta diverse issues and 
concerns. We have shown that concerns relating 
to mundane matters of costing are linked to 


-much wider issues of corporate governance. We 


have shown-how the programmatic aspects of 
the politics of the product come to be linked to 
new calculative technologies that hold out the 
promise of managing enterprises better and 
more effectively. By linking customers to 
products, and the enterprise to the nation, the 
politics of the product brings together the 
perceived problems with the existing. state of 
affairs with a new agenda that promises to rectify 
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its deficiencies. A refashioned accounting exper- 
tise is thus to be aligned with new modes of 
economic citizenship that promise a new 
programming of American ideals. The extent to 
which this is successful will in large part settle 
the issue of the dominance of accounting 
expertise within American enterprises. 

There are of course a number of other issues 
that have not been addressed above, and yet 
which bear on the politics of the product. There 
are the “industrial policy” debates of the early 
1980s (cf. Thompson, 1989), as well as the 
current analyses of “flexible specialization” and 
“post-Fordism” (Hirst & Zeitlin, 1991; Lipietz, 
1987; Piore & Sabel, 1984). Whilst issues such as 
these are not wholly independent of the 
concerns of this paper, the focus here has been 


distinct. We have addressed the politics of the 


product in relation to the changing claims to 
competence advanced for accounting expertise. 
It may well be possible to develop such issues 
in relation to other contemporary debates 
concerning changing forms of technology. The 
concerns of this paper could also be extended by 
exploring how the politics of the product are 
rendered operable at the level of individual 
corporations and even individual plants, and 
with what consequences for accounting expertise 
(Miller & O'Leary, 1992). i 

In focusing attention on the problematizing 
and programmatic aspects of accounting exper- 
tise and the politics of the product, it is 
important not to overlook their possible cynical 
utilizations. The more extravagant programmatic 
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ambitions of the new economic citizenship need 
to be treated with considerable caution, as do 
the various claims to competence advanced by a 
variety of agents and agencies. Prototypical 
expertises are always to hand, promising that 
they hold the vital clue to obstacles faced. Such 
assurances Clearly should not be taken at face 
value. Nor should it be supposed that the current 
concerns with quality and with teamwork spell 
the end of conflict within the enterprise. Labour 
contracts still have to be negotiated, this time 
with the heightened sensitivity that one can 
always be “outsourced” if the quality turns out 
to be insufficient. More generally, appeals to 
quality can be used to legitimate large-scale lay- 
offs or plant closures.just as readily as can a 
financial rationale. 

But it would be misleading to see the current 
concerns with rethinking the factory (Miller & 
O'Leary, 1991) as little more than froth on an 
otherwise enduring process of control and 
exploitation. For the abstract ideals have been 
given a substantive form in the various changes 


‘generally referred to as just-in-time manufacturing, 


as well as in substantive proposals for revising 
accounting practices. These technologies for 
governing the enterprise are in the process of 
transforming the organization and control of 
production processes. Whilst it is too early 
to assess fully the extent and implications 
of such changes, it is none-the-less evident 
that accounting expertise, at least in the 
American setting, no longer automatically holds 
untrammelled sway. f 
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ACCOUNT AND ACKNOWLEDGE, OR REPRESENT AND CONTROL? ON 
POST-MODERN POLITICS AND ECONOMICS OF COLLECTIVE 
RESPONSIBILITY 


_ - JOHN S. NELSON 
Department of Political Science, University of Iowa 


Abstract 


As a practice and a profession, late-modern accounting conceives accountability as representation and 
control. Post-modern modes of accountability project another practice of accounting that would resist 
reduction to representation and control After the fashion of Friedrich Nietzsche, this alternative suggests 
that accounting “return” to a practical and professional horizon created by such internal goods as 
narration and acknowledgement. By complementing the economics and politics of representationalism, 
projects of narration and acknowledgement can gain greater autonomy and integrity for accounting. 
Especially as accountants address domains outside the modern corporation, these post-modern 
dimensions of practical accountability become harder to avoid, easier to understand, and better to 


cultivate. 


Accounting can be what accountants do, what 
they aspire to do, or at least what they should 
aspire to do. But what of late are these 
achievements and ambitions? How do they 
' cohere and defend themselves? And when they 
conflict, how can accountants figure out what 
to do?! ` 

As an outsider, I argue that answering such 
questions encourages us to conceive the con- 
duct and theory of accounting specifically as a 
practice. Moreover I contend presumptuously 
and provocatively that the practice of account- 
ing has better possibilities than rise readily to 
the modern eye or trip fluently from the late- 
modern tongue. I explain how accounting can 
rely increasingly for its integrity as a practice on 
the (re-emerging, post-modern goods of narra- 
tion and acknowledgement. 

Yet there is reason to worry that these 


post-modern goods defined within accounting 
as a practice remain inadequately acknowledged 
by the daily conduct of accounting and even by 
its academic theory. Instead, the late-modern 
practice of accounting defers overmuch to 
goods defined externally. It becomes domin- 
ated by economic and political concerns of 
representation and control Though these 
can be worthy activities, even for accounting, 
their domination from outside can threaten 
accounting as a practice with degeneration 
into a mere technology — a tool wielded 
by businesses and governments for purposes 
largely alien and antagonistic to the goods 
of accounting proper. The goods defined 
internally by accounting for itself, that help 
make it a worthy practice distinguished 
from other practices, that help defend it 
from corruption within and subordination 


1I have received more excellent help in crafting and reworking this essay than I can possibly acknowledge. Especially let 
me thank Ed Arrington, Jere Francis, Ina Locwenberg, and Mike Sullivan for their patient insight into my errors. Along with 
"anonymous reviewers, they have helped me remake the argument root and branch, while keeping at least a little part of the 
trunk intact. None of them should be held responsible for any part of the result: no doubt their knowledge of accounting 
greatly exceeds my own, for that is the risk an outsider takes in issuing challenges to the practices of others. 
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without: these goods can become lost and 
forgotten. 

The concern is that this is happening now, 
in the United States and perhaps in other 
countries I know less well National budgets 
and accounting have gone from the arcane and 
confusing to the distorted and scandalous. In 
fact, the word for governmental accounting at 
all levels is disarray, with accountancy as much 
a part of the problem as of the solution. 
Financial institutions from the local to the 
international also partake of auditing and 
accounting that go notoriously awry. To out- 
siders, at least, the auditing, bookkeeping, 
consulting, and like services sold by major 
accounting firms to other megacorporations 
and gigantic institutions seem’tailored more to 
please the purchaser than to tell anybody 
else an informative story about organizational 


accounts and transactions (Redburn, 1975; 


Waldman & Thomas, 1990). 

One result, arguably, is that accounting as 
a profession loses credibility with external 
constituencies: stockholders, managers, citizens, 
even public officials. Another is that the profes- 
sion loses the vitality and self-respect of its 
practitioners and students. If so, a further 
consequence would be to diminish the ability 
of accounting to define and achieve its own 
goals, further imperiling its autonomy — even 
its existence — as a separate and worthwhile 
practice. 
~ The point is not that accounting has lately 
fallen away from some golden age of purity or 
excellence past. With a nod toward Friedrich 
Nietzsche and Martin Heidegger, it is instead 
that accounting as a practice is always already 
forgetting its distinctive post-modern goods of 
narration and acknowledgement. They are the 
practice’s defining horizon, not some earlier but 
abandoned accomplishment. In late-modern 
times, the external ambitions of representation 
and control continually displace the internal 
goods of accounting (and nearly everything else). 
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What is all this talk of the modern, late- 
modern, and post-modern? I use modern in the 
fashion of political theory, my home field, 
where we reckon the modern age to begin 
with the Renaissance and the Reformation. It 
extends into the nineteenth and twentieth 
centuries, so that late-modern refers to the 
past hundred or more years in the West.? 
Modernity is the project of human develop- 
ment through representation and control, 
making late-modernity a time for refining 
representation and seeking alternatives to it. In 
Striving to avoid or transcend representation, 
though, late-modern people stay dominated and 
mesmerized by it (Jencks, 1986; Redner, 1987; 
Rose, 1991). Thus the modern impulse homo- 
genizes diverse practices by subjecting them to 
externally celebrated goods of representation 
and control. In contrast, what is post-modern 
emerges in our times as a simple turning away 
from representation and control into activities 
configured by other tropes. 

If representation is the presentation again 
here of what (always already} has been presen: 
ted there first, then post-modern endeavors 
conceive and pattern themselves in myriad 
other ways — as narration, acknowledgement, 
persuasion, performance, seduction, participa- 
tion, and the like (Nelson, 1987c). And if 
control is the outside determination of one 
thing or situation by another, then post-modern 
enterprises pursue many different aims: play, 
freedom, meaning, irony, criticism, quotation, 
and so on (Nelson, 1988a). Modern science 
represents the external, material objects that 
are its world, in order to model and theorize 
them within the camera obscura of the sub- 
ject’s mind, so that this knowledge can control 
operations to improve the world, making it a 
better place for people to live. Modern politics 
represents the interests of private individuals in 
the public halls of government, so that the 
people can maintain democratic control of 
the polity, keeping it accountable. Modern 


2 Elsewhere my meaning and arguments for this controversial claim receive c specifications that I should not repeat here 
(Nelson, 1983b, pp: 169-240; Nelson et ali?-1987, pp. 407-434)2 2 pure pi ; 
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paintings represent the world on canvasses or 
walls; modern sculptures represent objects in 
stone or. bronze. Modern lawyers represent 
clients; modern money and credit represent 
goods and services. But post-modern films play 
with a profusion of meanings and perspectives; 
post-modern . buildings ironize their histories 
and surroundings, post-modern media and 
‘movements free politics and subcultures from 
(late-modern) bureaucratic communication. 
And post-modern accounting attends to the 
symbolic resonance of its own etymology, 
(re)turning to. projects of listening and telling 
that we do better to regard as narration and 
acknowledgement. than as representation and 
control. . : 

This essay intends to convey a bleak prog- 
nosis if representation and control manage 
utterly to displace narration and acknowledge- 
ment in the profession, theory, and instruction 
of accounting. Degraded to a mere technology, 
accounting would degenerate into a pawn of 
-economic and political brokers of power; it 
would lose the independent voice that has 
made it one of the West’s more valuable 
inventions. Is there a way for accounting 
as a practice to cure, or at least resist, the 
modern disease of representation and control? 
Perhaps paradoxically, the prescription is to 
cultivate greater appreciation of the political 
and rhetorical aspects of accounting, both as 
narration and as representation. To apprehend 
_ -how each dynamic works as a specific trope 
of political and ethical responsibility could 
enable a post-modern practice of accounting to 
‘(re)generate the (pre-modern) narration and 
acknowledgement that lurk in the poetic 
origins of the practice as we now might 
reinvent them. In turn, narration and acknow- 
ledgement can complement representation 
and control, to fit accounting for the new 


conditions and challenges of collective respon- - 


sibility emerging as we enter a new millennium. 

The diagnosis; the prognosis, and the pre- 
scription are stated sharply, for the goal is more 
to generate discussion than agreement. In its 
own post-modern vein, the essay tries to evoke 
— not to make — its argument. Therefore its 
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instruments are many, if sometimes unusual: 
personal examples, theoretical insights, imagi- 
native etymologies, cultural parallels, research 
reviews, speculative histories, etc. What the 
argument lacks in evidence, it more than makes 
up in daring. Thus its standard for success is 
whether it encourages useful reflection on the 
proper character of accounting as a practice 
potentially crucial to these electronic times of 
post-modernity now unfolding before us. 


ETHOS AND ETHICS 


The structure of history tends to be determined by who 
said what. The texture of life is determined by who is 
listening (Delany, 1977, p. 83). 


From the start, I must concede the obvious: 
that I cannot spéak as a professional accountant. 
Given my criticisms and alternatives for recent 
accounting, this raises. questions about who 
might listen to me,-how, and why. Surely not 
accountants, since who listens to provocations 
from an outsider? Especially an outsider who 
speaks a largely different language, who must 
have less mastery of accounting details than 
almost any insider, and who can command even 
less of the reader’s attention than he has details 
to relate? g 

These questions of credibility are issues of 
what the rhetoricians have long called ethos: 
the relationship of.a particular speaker to a 
specific audience or, more broadly, the standing 
of an individual in the community. Ethos was a 
Greek category. which the Romans constricted 
into the notion of a persona, an individual’s 
public mask or artificial face — that is, one’s 
way of facing others in a public forum, such as a 
court of law. In an ironic turn, Thomas Hobbes 
and other modernizers have gradually made the 
person into the epitome of political and moral 
identity, even authenticity. Since I am a specialist 
in politics and (more recently) in rhetoric, í can- 
not escape awareness of my marginal position in 
addressing accountants to voice reservations 
about their work. Though prophets may speak 
fronr the margins, so may crackpots. 
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In calling accountants to-account, therefore, I 
need to emphasize that my observations- and 
suggestions stem directly from my own special 
position as a theorist of politics and rhetorics or 
(what modern people label) communication. 
The criticisms to come target accountability as 
an issue central to politics and communication. 
In particular, they address problems with: the 
modern paradigm of representation central to 
recent politics, communication, and accounting 
alike. And they concern troubles with the 
modern ambition of control crucial to the same 
three spheres of practice. Furthermore they 
involve subtly but importantly political and 
rhetorical aspects of accounting as a distinct 
practice. l 

Through an odd set of circumstances, I have 
devoted all too much of my life in recent years 
to what I am increasingly inclined to regard as 
“My Encounters with Accounting:: Chapter 
Three” (Mercifully.-I omit the initial two 
chapters. The first involved odd jobs as a 
teenager for an accountant who lived in my 
neighborhood; and the second unfolded as 
several friends became enamored of accounting 
rather late in life, occasionally making me a 
sounding board for the attractions and travails 
of learning and then practising the profession. I 
should add, though, that these experiences 
taught me various things which I still regard as 
useful to know about accounting and accoun- 
tants.) You and I must harbor some doubts 
about how “representative” these experiences 
might be. Even on further reflection, however, 
they have seemed so extensive, diverse, yet 
complementary in their implications that I can- 
not resist tentative conclusions about pseudo- 
audits, audits proper; and the late-modern 
practice of accounting connected with them. 
Moreover ‘these inferences have so far survived 
additional tests provided by intensive talks with 
numerous accountants of my acquaintance: some 
academicians, some who work for large account- 
ing firms, and others with far smaller operations. 
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Half of the story of my third encounter with 
accounting concerns the tctal “organizational 
audit” of the University of Iowa, largely at an 
end but still in the institutional response period 
as I revise this essay. Conducted by Peat 
Marwick Main and Company at the behest of 
the Iowa Board of Regents, this audit first drew 
me in as.a faculty member and a low-level 
administrator, but soon it came to consume 
immense attention due to my responsibilities as 
a faculty politician of sorts. This “organizational 
audit” has given me reason to read, criticize, 
and discuss innumerable drafts of interminable 
reports by accountants wha aspired to recon- 
sider virtually every aspect cf the University — 
as a business, as an educational institution, as a 
research operation, as a state agency, and so on. 
Hence I have learned a fair amount about 
the rhetoric of accounting, if nothing else. 
At the. same time, I have been pulled into 
helping to design and manage two future- 


oriented forms of organizational accounting, 


otherwise known on the Iowa campus as 
“strategic planning” and “budgetary review.” 
What the organizational audit has not taught me 
about the politics of accounting, no doubt 
the unfolding processes of strategic planning 
and budgetary review are giving me generous 
ooportunities to supply. 

The other half of the story began with my 
reading a number of fine articles by academic 


specialists in accounting. This reading started 


several years ago with an occasional piece from 
the mainstreams of accounting -research — to 
augment a little reading in economics and to 
check some deconstructive and hermeneutic 
criticisms presented in papers for lowa’s Faculty 
Rhetoric: Seminar.4 Several arguments in the 
seminar have suggested that the modernism 
and utilitarianism which have been consuming 
most of economics are forming a similar 
hegemony in the disciplne of accounting 
(Arrington & Francis, 1989), and my initial 
reading did nothing to contradict that dismal 


ie 


3 This Seminar is sponsored every two weeks by the University of lowa Project on Rhetoric of inquiry, generally known by 


its acronym POROT. 
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claim.“ With the invitation to prepare the essay 
at hand, moreover, came intermittent bursts of 
articles from diverse positions on the proper 
character of accounting as a business profession 
and as an academic discipline. These enabled 
me to test various other perspectives against 
one another and my own, still-evolving views. 
They also equipped me for a string of outdoor 
conversations occasioned by: the crossing paths 
of faculty from different disciplines. Of the 
exquisite winter tension between warming 
insights and freezing extremities was this 
argument born. And if you think it still weak 
and shivering, I can only plead that it has been 
miraculous even to survive the cold. 


PRACTICES AND THEORIES 


Instead, then, of saying either that we tell beginners 
what words mean, or that we teacb them what objects 
are, I will say: We initiate them, into the relevant forms 
of life held-in language and gathered around the objects 
and persons of our world (Cavell, 1979, p. 178). 


What is accounting? What could it be? What 
should it become? One useful answer is that 
modern accounting became and seeks to remain 
a practice. A practice is a form of life held in 
language and gathered around a strongly inter- 
related network of objects and persons. It is an 
enduring and coherent complex: of human 
activities. More than that, however, a practice is 
a complex ofactivities which specify, and in turn 
are specified by, a distinctive set of goods. These 
are the main goods to be achieved through 
activities within the practice. By these goods, we 
may say that a practice. is defined by rules, 
structured by institutions, sustained by tradi- 
tions, and directed by principles. To understand 
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late-modern conditions and post-modern possi- 
bilities for accounting, we need to appreciate its 
distinctive goods as a practice. To understand 
how they relate to other goods defined outside 
accounting, we need to know several things 
about the general operation of practices. 

In this specific sense, there are commonly 
recognized practices of business, education, 
government, law, medicine, politics, science, 
and more. For example, American practices 
of politics presumably include administering, 
campaigning, legislating, lobbying, and voting, 
among others. Business practices involve invent- 
ing, designing, producing, marketing, adver- 
tising, accounting, and so forth. In much the 
same sense, practices of political science might 
be individuated as conventioneering, generating 
data, recruiting, refereeing,. teaching, testing, 
theorizing, and. the: like. In addition, practices 
of economics (as a social science) probably 
would include consulting, something rare among 
political scientists. 

Beyond such specific instances, however, 
practices also may be recognized at levels 
encompassing the ones just evoked. In this. 
larger sense, the whole of politics might be 
regarded as a practice, as might the whole of 
political science or even the entirety of scholar- 
ship. When Michael Walzer (1981) calls such 
entities “spheres of justice”, he emphasizes the 
ways in which these larger networks of activities 
cohere as practices by defining the distinctive 
goods which they pursue. 

Practice. theories seek to recognize, under- 
stand, evaluate, and. sometimes even change 
specific practices —- both in their manifold 
particularity and in their complicated ties to one 
another. Thus practice theories seek to compre- 
hend, conserve, criticize, and create practices — 


4 To economize accounting need not be to inflict the straitjackets of rational choice and utilitarian theories on accounting. 
Though there is much to admire in neoclassical.and rational-expectations economics, my enthusiasm for the modernist 


orthodoxy in economics is limited (Nelson, 1986, 1988b). 


> If the provocations and suggestions to follow have any merit whatever, a big share of the credit must go to accountants 
Jere Francis and Ed Arrington, two of the best academic colleagues I can imagine. And 2 big part of the blame must fall to 
the ‘minions of Peat Marwick Main, my representative firm of conscientious but confused accountants. Insofar as this essay 


misses the mark, of course, the fault is entirely my own. 
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and to learn when and how to accomplish each 
of these purposes properly (Nelson, 1983a, 
pp. 17—19). The main projects of practice theory 
as an activity are studies-of individual practices 
or subpractices. Thus one of the great practice 
theorists of our times has been Michel Foucault 
(1965, 1977a, b, 1978, 1980) — famous for 
intriguing treatments of our modern practices of 
discipline, punishment, mental health, sexuality, 
and so forth. To acquit these tasks well, however, 
practice theory also compares diverse practices 
and generalizes about their features (something 
Foucault was loathe to do). > 

Practice theory has received explicit, but 
sporadic, incomplete, and somewhat inconsis- 
tent, articulation. in works by such diverse 
scholars as-Harold Lasswell, Erving Goffman, 
Alasdair MacIntyre, and Pierre Bourdieu. Many 
other theorists have sketched limited aspects of 
practice theory. It figures implicitly in writings 
-by cultural anthropologists, historians and 
philosophers of science, Marxian students of 
praxis, sociologists of knowledge, theorists 
of otganization, Wittgensteinian students. of 
language games or forms of life, and many 
others. It joins the processual perspectives of 
some theories of systems to the strategic 
sensibilities of some accounts -of individual 
decision and social choice. 

These and other such sources identify some 
of the elements of practice theory summarized 
here. But thus far, these inspirations for practice 
theory fall short of a full-fledged. and self- 
conscious enterprise: one with enough content 
and coherence for students of politics to 
develop it. As I suggest throughout, one reason 
is that these sources have slighted the ‘crucial 
roles of rhetoric: both as the ordinary discourse 
among practitioners and as their -immanent 
epistemology for reflecting on the inadequacies 
or justifications of their particular practice. 


Practices as political orders 
Concerned with contrasts between the 
theories and practices of revolutionary élites, 


Harold Lasswell may have been the last main- 
stream scientist of. politics to pay theoretical. 


attention to individuated practices of politics. 
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Echoing the American and democratic dis- 
trust of abstract ideologies or theories, he 
insisted that every doctrine should be evaluated 
primarily on its application through particular 
practices. Moreover, he argued that any given 
doctrine could be compatible with a variety of 
practices. Thus he portrayed élites — no matter 
how doctrinaire — as choosing more or less 
consciously from sets of practices more or less 
suited to their political purposes. Whatever its 
theories, “The ascendancy of any élite partially 


‘depends upon the success of the practices it 


adopts” (Lasswell, 1958, p. 80). 

. For Lasswell, “practices are changeable details 
within a changing whole”, but each is:stable and 
distinct enough to require analysis in its own 
terms, as well as within contexts of other ` 
practices and encompassing projects of many 
kinds (1958, p. 80). Thus “Perspectives and 
operations are patterned in political practices” 
(Lasswell & Kaplan, 1950, p. 142). To study the 
former effectively is to study the latter directly. 
Within political science, then, there is reason to 
credit Lasswell with an say glimmer of 
practice theory. 

Yet Lasswell’s. repeated overtures never led 
to a detailed conception of practice theory, let 
alone to a-developed pursuit of it in his study of 
politics. Tellingly, his ‘interest in particular 
practices, in the plural — rather than some 
general ‘and undifferentiated realm of practice, 
in the singular — traces.to his application of 
psychoanalysis to public affairs. Thus practice 
theory connects with what Erik Erikson has 
called “clinical knowledge” (1964; pp. 47—80, 
1968). But this tie atways led Lasswell to turn 
away from focusing on practice theory. Every 
time that he would identify the importance 
of .studying particular practices, he would 
immediately drift into thinking about élite use 
of such practices. The result is that the idea of 
practice theory appears in his writing but 
receives little.articulation there. 


Practices as social stories 
By contrast, Erving Goffman did not talk the 


. language of practice theory in any explicit way. 


But: the substance: of his‘sociali theory speaks 
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directly, if implicitly, to the need and nature of 
practice theory. Goffman’s studies of strategic 
interaction begin and end with the individua- 
tion of social practices. He distinguished and 
analyzed them as the anthropologist observes 
and classifies the institutions of alien peoples — 
or better, as the ethologist differentiates and 
details the practices of animals in the wild. 

What separates his work from that of other 
sociolagists, anthropologists, and psychologists 
who study human interaction is a sense of the 
integrity of practices — not as mere systems of 
analysis but as the socially created, sustained, 
and recognized units of context. Socially they 
are the places where (most) human activities 
occur. Therefore theoretically they are the 
indispensable locales for comprehending (most) 
human. activities. They are ‘the first (but not 
the only) answer to theorists who, knowing 
the need to understand actions within their 
contexts, nonetheless wonder which of the 
indefinite and potentially infinite number of 
analytical possibilities for contexts should 
actually guide inquiry. Recognizing the right 
contexts and generating insight into them is a 
central and continuing theme of Goffman’s 
work.. This culminates in his plea for “frame 
analysis,” which in this sense is a kind of 
practice theory (Goffman, 1974; Rosenberg, 
1975; Jameson, 1976; Craib, 1978). 

‘Unlike Lasswell’s, Goffman’s works offer a 
wealth of insights into the character and 
conduct of practice. theory. They also provide 
some fascinating theories of particular practices, 
such as medical surgery, institutional care for 
those certified to be mentally incompetent, and 
game-playing, What keeps this work from ready 
recognition as practice theory is its interest in a 
host of activities which cut across discrete 
practices, serve as strategies for acting within:or 
across: practices,’ or. constitute kinds of sub- 
practices common to'a variety of practices. In 
fact, Goffman’s work is oriented more to other 
levels and kinds of entities than to practices, 
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even though his appreciation of practices 
exceeds the vast majority of social scientists. 
Consistent with the usual categories of sociol- 
ogists and anthropologists, these other modes 
of activity appear in Goffman’s writing as “inter- 
action rituals”, “strategies of public behavior”, 
“relations in public”, and the like. They include 
rites of territoriality, rituals of greeting, strat- 
egies for relaxing tensions by.ironizing awkward 
authority relationships, tactics. for managing 
impressions, and conventions of behavior by 
people acting outside their ordinary practices. 
From the standpoint of practice theory, it is 
important that there be units and levels of 
analysis distinct from practices. Otherwise 
the basic concept becomes too flexible and 
encompassing to sustain either the claims made 
now or the..uses projected later for it. To 
address such units and levels of analysis from 
perspectives compatible with practices is to 
clarify the boundaries and contours of what 
count as practices. Goffman’s work does this 
well. Several of his books emphasize “everyday 
life”, for instance, as a space outside specific 
practices. Sometimes Goffman did portray 
everyday life as a practice in its own right, as 
did I at the outset of this essay. But more often, 
he presented it as a larger and less regular arena 
where practices collide and accommodate with 
one another. There we make adjustments for 
flaws, whether continuing or occasional, in the 
operation of particular practices or persons. 
Some of the other: units and levels in 
Goffman’s work could and perhaps should be 
counted as components of practices. Goffman 
showed, for example, that the practice of 
medical surgery not only includes but depends 
for its success on a subpractice of ironical 
joking among members of the surgery team. 
This enables surgeons, interns, and nurses to 
operate without being impeded by the highly 
disparate status that separates them outside 
the surgery suite. Similarly Goffman identified 
rituals and strategies shared by diverse practices, 


6 Useful considerations of Goffman’s work include Hernia (1972), Foss SRA Dawe AR Sennett iss ceri 


(1974), Posner'(1978, 1980), Oromaner (1980); :* 
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even as he analyzed the peculiarities‘ of their 
embodiment and execution in different prac- 
tices. Several of his targets possess special 
significance for practice theory, because they 
form some of the ways in which practices 
delineate their boundaries and regulate cros- 
sings from one practice to another. Thus some 
of Goffman’s “interaction rituals” trace how 
particular ptactices regulate conduct internal 
to them, and some show how people encounter 
each other outside any recognized practice. But 
still other interaction rituals establish the inter- 
section of-disparate practices, far more than 
they address transactions among individuals. 

On this basis alone, Goffman’s sociology 
would stand out from other work that can and 
should inspire a practice theory of accounting. 
Yet there are three more elements of his work 
that suit it even more to the practice theory 
recommended here. One is Goffman’s interest 
in rationales of action. His work concentrates 
on rationales implicit in practical rules and 
principles, especially those shared by a variety 
of practices. But it also attends to rationales 
explicit in the rhetoric of practitioners, particu- 
larly in their conversations and publication 
standards. Indeed Goffman’s later research 
turned ever more directly toward analysis of 
the talk of practitioners, as he termed it. His 
proposal of frame analysis culminates in its 
concern with talk, and his final book is a 
provocative treatment of Forms of Talk (1981). 
Hence Goffman’s work supports the suggestion 
that. practice theory can help accounting by 
enhancing appreciation of its practical rhetoric. 

These two features of Goffman’s incipient 
practice theory connect with a third: his 
emphasis on the importance of stories: Goffman’s 
research reveals his fine ear for the tales by 
which people configure and conduct their 
practices. His own accounts of practical inter- 
actions are gems of storytelling —- which helps 
to explain how widely his works have been 
read, how pervasively their insights have been 
incorporated into other research, and yet how 
routinely they have been denied the emulation 
which might produce versions of practice 
theory. 
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The value of Goffman’s tales for theory in the 
social sciences is enhanced by the fact that 
good stories have become exceptional there. In 
fact, these -disciplines have long dedicated 
themselves to suppressing particularistic stories 
of human action in order to make way for 
general laws and abstract models of human 
behavior (Nelson, 1983b; Nelson et al., 1987, 
pp. 198-220). Accounting as an academic 
discipline seems increasingly to share this 
animus toward stories, even though the very 
name of the practice can be heard to -say 
“narrating” or “storytelling”. In this respect, the 
key point for accounting is that, for all its 
behaviorism, Goffman’s theory nonetheless treats 
social roles dramatistically — as dialogue and 
stories scripted for personal performance. This 
leaves room for appreciating the historicity of 
practices as settings for free action by practi- 
tioners and interlopers alike. The main post- 
modern lesson would be that all practices, but 
especially accounting, need to recover their 
capacity for storytelling by (re)conceiving 
themselves as intrinsically narratival activities. 


Practices as institutional traditions 

Much the same lesson — complete with a 
consideration of Goffman’s role sociology, but 
developed in a different direction — emerges 
from Alasdair Maclntyre’s After Virtue (1984). 
Acknowledgements of Goffman’s work perm- 
eate the book, which. presents rudiments of 
practice theory as part of MacIntryre’s project to 
restore the social sciences to their original 
condition as the moral sciences — the sciences 
of virtue. MacIntyre’s project turns on at least 
three elements evident in a proposal by Jane 
Mansbridge (1982) for a new way of doing 
political theory: (re turning to practices out of 
concerns for the incommensurability of values, 


` the conditional character of clinical knowledge, 


and the western horizon of cultural crisis (see 
de Certeau, 1984). Indeed, MacIntyre argues 
that the, modern repudiation of virtue, the 
scientific suppression -of story, and the behav- 
iorist ignorance of action together pose a post- 
modern crisis of civilization. 
Beyond .crisis theory and storytelling, 
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MacIntyre provides five further ingredients for 
a persuasive theory of practices. First, he 
defines the central concept in precisely the way 
that I use it here: 


By a “practice” I am going to mean any colierent 
and complex form of socially established cooperative 
human activity through which goods internal to that 
form of activity are, realised in the course of trying to 
_ achieve those standards of excellence which are 
appropriate to, and partially definitive of, that form of 


activity, with the result that human powers to achieve- 


excellence, and human conceptions of the ends and 
goods involved, are systematically extended (1984, 
p. 175). 


This definition underscores the argument that 
every practice establishes an internal set of 
standards to mark and measure its distinctive 
goods. MacIntyre distinguishes between these 
internal goods — which he regards as -the 
virtues largely unacknowledged by modern life 
and discredited by social science — and the 
external goods that we recognize as targets, 
conditions, or resources of a given practice. 
(As late-modern people, of course, we tend 
to economize these external goods as property.) 

The contrast between internal and external 
goods echoes the long-standing distinction in 
moral philosophy between goods of a kind and 
goods in general; but it cautions that what some 
advance as goods in general may only be goods 
of another kind. In the avowedly universal or 
transcendental view of modern civilization, all 
true goods ultimately are external goods or 
goods in general That is, all are or must 
become completely commensurable. Hence 
there is really only one kind of good. In 
response, MacIntyre makes an alternately 
Aristotelian and post-modern: argument. Either 
there is no Archimedean standard for every- 
thing, and each practice must define and 
protect its own goods; or there are many 
general standards, but all are created and 
sustained by particular practices, so that none 
can eliminate the need or existence of diverse 
goods internal to separate practices (MacIntyre, 
1984, pp. 175-189). Therefore the second 
point about- MacIntyre’s practice theory is that 
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it reiterates and extends the problematic of 
incommensurability between practices identified 
in other work on practices (1984, pp. 60-65). 
Yet such incommensurability is not a complete 
incapacity of meaning in common, as Thomas 
Kuhn (1970) sometimes seems to imply, it is 
rather a partial limit on mutual understanding: 
the kind of limit faced with considerable 
success by skilful translators. 

MacIntyre makes a strong case for practices 
as the places where (diverse) goods are 
established. This implies a major problematic of 
practice theory: how to reconcile its penchant 
for particularity in standards and stories with 
the modern commitment to generality in goods 
and statements. At this point in human history, 
it is as hard to conceive that we. would or 
should simply renounce modern perspectives 
as it is that we could afford to ignore the 
compelling criticisms of them presented by 
MacIntyre and many other commentators 
(Nelson, 1983a, pp. 189-191). The third point 
about MaclIntyre’s practice theory, accordingly, 
is that it projects a problematic of working 
through the competing claims of “virtue” in the 
singular and “the: virtues” in the plural. I am 
inclined to call this the problematic of standards 
and practices. (To avoid MaclIntyre’s term of 
“virtue” can help practice theory to escape a 
number of controversies about his personal 
formulations. Moreover my modest pun is 
useful in reminding us of a phrase that pervades 
government codes of regulation in the United 
States and elsewhere. This signals that we can 
find ample warrant for practice theory in the 
self-conceptions of many practices. ) 

MaclIntyre’s unyielding critique of moder- 
nism brings another component of his practice 
theory to the fore: his reconception and 
celebration of tradition (MacIntyre, 1984, pp. 
137-138, 205-209; Shills, 1981). Like a 
few categories from Goffman’s social theory, 
MacIntyre’s notion of tradition sometimes is 
nearly synonymous with what I mean by “a 
practice”. But other times, his “tradition” points 
to “institutions” as parts of practices. And on 


. some occasions, it means “an enduring and 


interdependent set of practices”, the sort of 
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supet-practice evoked by Goffman’s conception 
of “society”. At any rate, Macintyre is right to 
excoriate modern theorists for attending. to 

traditions only in order to attack them. A 
decent theory of practices must study traditions 
in all three of Macintyre’s meanings. 

_ A fifth further aspect of MacIntyre’s practice 
theory worth emphasizing here is its genius for 
restoring to social science and philosophy an 
appreciation of human action as a domain 
of performance. Even more than Goffman, 
MacIntyre treats practices as settings for most 
of the recurring dramas of human endeavor 
(1984, pp. 22~34, 114-122, 132-136).” That 
he favors practical stories especially suited to 
theater need not prevent practice theory from 
developing stories that put us more in mind of 
fables, histories, myths, novels, or science 
fiction — the last a personal favorite in a list that 
could be much longer. There is every reason, 
however, to take advantage of the special 
affinity of drama for the storied values and 
perspectives of performance. After the fashion 
of Hannah Arendt (1958), MacIntyre is right to 
maintain that our lives and theories alike need 
more attention to performance in order to 
restore and understand the human capacity for 
action and responsibility.® 


Practices as performative styles 
- The ancient Greek category for performative 
‘action was praxis. For a century and a half, neo- 


Marxian theories have emphasized praxis as the _ 


liberating location of.theory within practice. 
Consequently Marxian anticipations of practice 
theory seem almost as inevitable as Marxian 
contributions to any future versions. An example 
is Pierre Bourdieu. 

A real virtue of Bourdieu’s (largely anthrop- 
ological) theory is its sensitivity to the vast 
variety of ingredients discernible within any 





J. $. NELSON 


particular practice. By extension, Bourdieu’s 
work recognizes the immense number of issues 
and perspectives pertinent to practice theory. 
That his books repeatedly aspire to virtuoso 
performances of social theory is scarcely sur- 
prising, since we could count that as intrinsic to 
the French subpractice of social theory. But the 
impressive thing is that his books achieve a 
good portion of their ambition to display 
dynamics of practices as the substance of social 


Jife. Perhaps this is most evident in his Social 


Critique of tbe Judgement of Taste (1984), as 
the translator has subtitled. a recent book of 
Bourdieu’s. The turn toward treating practices 
as institutionalized tastes or styles of perfor- 
mance is a particularly welcome, part of 
Bourdieu’s contribution to date. 

The .main vice of Bourdieu’s theory, is 
its unqualified insistence on striving for the 
modernist ideal of a “universal culture”. This 
connects with a fondness for the kinds of 
comprehensive critique all too often favored by 
Marxians. One consequence for his practice 
theory is a scientism of method at odds with 
Bourdieu’s principal insights into practices. 
Another result is a tendency to amalgamate 
individual practices into an all-encompassing 
domain of practice (in the singular). This 
sacrifices..some of the main advantages and 
problematics -of practice theory in. order to 
accommodate a priori Marxian convictions 
about the relationship (again in the singular) 
between theory and practice. These troubles 
abound in Bourdieu’s first book on practices, 
his Outline of a Theory of Practice (1977). 

What saves Bourdieu’s work from degenera- 
ting into mere methodism on the one side or 
unsupported ideologizing on the other is the 
insistence . that ‘practices project their own 
epistemologies and that these form the intrinsic 
politics of performance for each practice. In 


7 Also see Mount (1972), Strong (1978), Bennett (1975, 1979). 


® For practice inquiries inspired by the work of Ludwig Wittgenstein, see Flathman (1972, 1976, 1980). Perhaps I should 
add that, in my opinion, the major strengths and weaknesses of Flathman’s work in practicé theory trace to its ‘close 
connection with analytical philosophy, which circles igeessanily around the late-modern obsession with problematics of 


representation. 
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Bourdieu’s words, “The theory of knowledge is 
a dimension of political theory because the 
specifically symbolic power to impose the 
principles of the construction of reality — in 
particular, social reality — is a major dimension 
of political power” (1977). Practices configure 
our world epistemically and therefore politically 
through their standards of style and perfor- 
mance. This is the sense of style central to 
rhetoric. In those terms, at -least, practice 
theory steps beyond Peter Berger and Thomas 
Luckmann on The Social Construction of 
Reality (1966) to emphasize the interdepen- 
dence of politics and rhetoric in constructing, 
reforming, and destroying practices. By study- 
ing how practices possess their own epistemic 
principles and capacities for self-criticism, this 
rhetorical epistemology enables outsiders and 
insiders to converse helpfully with one another. 
Likewise it lets theorists pursue a genuine 
dialogue with practitioners.-For it enables both 
parties to avoid imposing on the practices 
studied a set of alien standards, chosen apart 
from and in advance of the study through some 
outside practice of inquiry. Yet it helps them 
keep the practice open to learning from outside 
perspectives, experiences, and standards. 


. POLITICS AND RHETORICS 


. Accounting is narrating An oversimplification, of 
course, but one that ultimately lies closer to the truth 
than definitions like accounting is re-presenting actions 
in ways which make institutions more responsible. Or 
accounting is who got and spent what, when, how. Re- 
presenting can be mechanical and misleading; narrating 

. - (usually) makes its interests apparent and capable of 
criticism. Getting and spending can be intensely private 
affairs; narrating (ordinarily) involves others. Not by 
accident does the-term recounting mean narrating or 
the practice of putting into story form. But accounting 
is more than “a practice of narrating”, because recount- 
ing itself is too restrictive. New accountings are 
narratives nonetheless. Are all stories accountings? 
Perkaps. To the extent that stories ‘acknowledge and 
affect others (and most narratives do), they have by 
definition assumed overtones of accountability. For 
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accounting must be concerned in the widest sense with 
how people acknowledge and affect each other. A 
suitable reformulation might be, accounting: who 
narrates to whom, when, bow? 


When concerned with narrowly political 
practices, the practical intertwining of inside 
and outside standards amounts to what I some- 
times term political epistemology. Beyond that 
specific concern, though, my broader name for 
the attempt to connect internal and ‘external 
goods would be immanent or rhetorical episte- 
mology. And for short, we may simply speak of 
this as rhetoric. That is because rhetoric (as a 
subpractice shared by all discursive activities) 
makes possible the conduct of criticism within 
and across practices. It is also because rhetoric 
(as a discipline) comprebends the interplay of 
conversations within and about the components 
and the contexts of practices. 

‘Traditionally, rhetoric includes how and what 
is communicated, what happens then, what 
improvements are possible, and the nature 
of communication generally (Nelson and Megill, 
1986). Practice theory shares with rhetoric (as a 
discipline of inquiry) the exploration of inter- 
relations among these diverse aspects of dis- 
course and action. Rhetoric and practice theory 
especially emphasize how practitioners criticize 
and ‘change their practices in accordance with 
standards developed, validated, and delegiti- 
mated within particular practices. These im- 
manent criteria of action and conversation are 
key parts of self-understandings generated 
by practitioners within their practices. Since 
practice theory could not exist completely apart 
from such theories internal to practices, I need 
to say more about the dimensions of politics and 
rhetorics in practices, even economic practices 
such as accounting. 

Practice theories must stay attuned to rhetoric. 
The rhetoric of practices is their capacity 
for self-reflection and, if need be, for self- 
transformation. Studies of particular practices 
typically involve the identification of their 


? Here I paraphrase Bell (1975, p. 10). As you might expect, Bell's passage is about politics as talk. 
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functions, processes, and products. As a.result, 
practice theories generally concern the kinds 
and dynamics of recurrent aspects of practices, 
even while they try to address specifically the 
distinctive features of individual practices. 

Accordingly a practice theorist would scru- 
tinize- accounting: as a complex of communica- 
tions. The practice theorist would study how. 
accountants reason by analyzing the rhetoric of 
their actual accounts and further conversations. 
The aim would be to reveal the rhetorical 
structures of accounting as inquiry into situa- 
tions of responsibility. The practice theorist 
would explore how standards for good reasoning 
operate, either within accounting activities 
themselves or within the other business practices 
that accounting: at once serves and evaluates. 
Thesé rhetorical structures include the use of 
linguistic conventions to designate meaning and 
significance, the invocation of symbols and more 
explicit comparisons.to other entities or con- 
texts, the projection of audiences; the reliance 
on .topics or tropes of argument, and other 
dimensions of rhetoric (McCloskey: & Nelson, 
1990; Nelson,.1991). 

As implied by the traditional concerns of 
rhetoric, one of its distinctive features is that its 
theoretical questions, categories, and methods 
are indivisible from its practical limits, tac- 
tics, and’ performances. Modern. dichotomies 
between theory and practice are not central to 
rhetorical ways of addressing the world. Instead 
rhetoric spans subject and object, epistemology 
and ontology, audience and action, academy 
and polity. Thus it encourages..aspects of 
practice theory, in order to keep inquiries aware 
of the contexts of events without sacrificing the 
capacity to criticize their own conventions. This 
appears to address real troubles with late- 
modern accounting. 

Attention to the detailed politics of Organiza: 
tions and the various rhetorics of accountability 
leads me to a host of suggestions stemming from 
the organizational audit at my university. This is 
not the place for all of them. To give a sense 
of the advantages of political and rhetorical 
analysis, though, let me offer five ideas. 

First, the interaction between Peat Marwick 
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Main and the Iowa Board of Regents exemplifies 
the tendency for late-modern accountants to be 
troubled by a defective (that is, apolitical) sense 
of timing. Perhaps they have been deafened to 
the ticking of our many different clocks by 
listening overmuch to the incessant boom 
cf economics, which broadcasts a teenage 
romance of timeless rational choice at hair- 
raising volumes. An acute, subtle, multidimen- 
sional sense of timing surely is needed by 
accounting as a profession, since one of its 
standard dimensions of ‘measurement is time. 
But the PMM people agreed initially to what 
various people told them to. be a wildly 
optimistic timetable for reporting, and then 
they were further overwhelmed by the special 
timing of political events, which they. seem 
hardly to have anticipated in any sense: I suspect 
that such effects trace partly to the posture of 
obeisance that characterizes much late-modern 
accounting: take orders from superiors, period. 
Even so, competent subordinates learn enough 
about the timing and other inclinations of their 
superordinates to keep up adequately with 
impositions from above. As domains of theory 
and technique, both politics and rhetoric put 
a premium on timing, decorum, . propriety, 
prudence, and other dimensions slighted by 
more bureaucratic modalities of representation 
and control. Thére is much for accounting as a 
practice to learn about timing, and it stands to 
learn much of what it needs to know by 
attending to the political and rhetorical dimen- 
sions of auditing (as listening and acknow- 
ledging) in particular. - 

As the first idea implies, there ought to: be 
subpractices of accountancy, distinguished by 
their special connections to different kinds 
of institutional structures or organizational 
environments. -This is. the second idea I offer. 
One set of political and rhetorical standards 
might, for example, suggest that the four or five 
subfields ‘of accounting widely recognized by 
accountants themselves could be interpreted as 
suited to different organizational cultures. Then 
there would be (1) accountancy for the daily 
conduct of management within an organization; 
(2) accountancy for studies of efficiency and 
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operations designed to improve that internal 
management; (3) accountancy for boards to 
supervise firms, managers, and operations; (4) 
accountancy for markets, stockholders, buyers, 
and others who have reason to assess organiza- 
tions from outside (the kind of accountancy 
nominally regulated in the United States by 
the Securities and Exchange Commission), 
and (5) accountancy as outsider consultation 
about possible achievements and improve- 
ments in organizational structure or efficiency. 

The third idea is that these divergent sub- 
practices of accountancy all call attention to 
the distinctive styles of talk and action that con- 
figure accounting as a practice. What are 
accountants’ rhetorics for assessing their own 
organizational environments of imperatives, 
evaluations, opportunities, and the like? Late- 
modern accountants are naive speakers and 
believers of the official rhetorics of accounting 
as a late-modern profession. They celebrate 
expertise in means, useful representation of 
the world, disembodied and disinterested 
analysis as a tool of rational control, and so 
on. What does this imply for the unofficial or 
underground rhetorics that can give accounting 
enough organizational and political sophistica- 
tion to survive as a practice (Nelson, 1987b)? 
Like the rhetoric of outrage noted below, these 
underground rhetorics seem few and impover- 
ished in accounting, by comparison with many 
contemporary practices. This might imply that 
late-modern accounting ‘has become more a 
business profession than an academic disci- 
pline, where such unofficial ‘rhetorics ‘flourish 
even in regard to accounting. But it also might 
imply that accounting now operates less as a 
full-fledged practice than as a profession or 
technology within other practices, particularly 
in the business world. At a minimum, it reminds 
us that — like law, nursing, architecture, 
medicine, dentistry, engineering, and so on — 
accounting is rooted less prominently in the 
academy than elsewhere. Is there, consequently, 
a key contrast here between the so-called 
helping professions like nursing and social work 
on one hand and the professions more narrowly 
oriented to commercial imperatives on the 
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other? For accounting in particular, this is an 
ethical and political possibility worth exploring 
in detail. 

I have been surprised repeatedly over the past 
couple of years to learn that accountancy lacks a 
highly audible rhetoric of outrage. This is the 
fourth idea I wish to note. Such a rhetoric rings, 
for example, from scientific communities in 
relating to governments and politicians. Science 
and accounting share a sense that the experts (in 
their practices) are primarily specialists in 
means —— hence in effectiveness and efficiency. 
Within communities of scientists, there is vocal 
resentment at how politicians (as the nominal 
specialists in ends) change goals without regard 
to considerations of means and then presume 
even to manipulate the means themselves. In 
some cases, scientists express their outrage to 
governmental officials. But more significant from 
the standpoint of a comparison with. accounting 
is the outrage expressed by scientists within 
their own disciplines and other professional 
associations. It is not hard to tell why the 
dependence of accounting on other businesses 
dampens the practice’s external rhetorics of out- 
rage. But why does that economic dependence 
(or some other source) pre-empt internal 
rhetorics that cry out against abuses by outsiders 
with little understanding and less love for the 
goods crucial to accounting as a practice? Is this 
because accounting retains only a tenuous sense 
of its defining goods of narration and acknow- 
ledgement?: Sciences insistently cultivate a 
sense of their practical goods, especially truth. 
Accountants, on the other hand, seem to accept 
being jerked around by corporate and govern- 
mental officials as part of the enterprise or prac- 
tice of accounting. (If this perspective presents 
accounting more as a practice — even though a 
deficient one — than as a science, please note that 
I do not applaud the honorific sense. of “science” 
still prevalent in American universities.) As a 
practice of ministering to means ‘subservient 
to ends manipulated by others (such as corp- 
orate executives), accounting as a profession 
officially speaks the modern language of means/ 
ends. As a practice, however, accounting needs 


to proceed (as MacIntyre suggests) in more 
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Aristotelian ways, to appreciate interactions 
among means and ends. And it needs to couple 
this (as MacIntyre does not acknowledge) with 
a Nietzschean posture of practical subordina- 
tion, to survive in economic or political 
institutions run largely by other practices and 
people. ` s . 

- Finally, a fifth point concerns the main char- 
acteristic of late-modern accounting in- my 
recent experience: its rationales often prove 
exceptionally weak in generating constructive 
action. Only when accountants’ reports target 
specific amounts of money in particular programs 
do they have much direct effect, and even then 
the consequences often involve more confusions 
and mistakes than improvements. This is evident 
in the Peat Marwick Main “audit” of programs at 
the University of Iowa. It is also apparent in 
the strategic planning now sweeping college 
campuses in the United States. It even surfaces 
in the pseudo-accounting of “student outcomes 
assessment” and “national testing” being pushed 
by many a state governor or legislature as ways 
to-enhance my country’s devolving system of 
education. impoverished by a refusal or inability 
to acknowledge its.own rhetoricity, late-modern 
accounting can only announce alleged facts, 
findings, representations, and recommenda- 
tions. These provide little justification for non- 
accountants to accept them or to interpret 
them in one way rather than another. Then 
accountants put themselves in the position of 
simply stating their expert conclusions, rather 
than having a rhetorical platform for arguing or 
explaining their accounts; Yet an account 
without arguments or explanations is like a 
story without characters: and plots. Neither 
makes sense in its own terms, and each 
requires an outside command structure to 
effect its lessons. At least in the late-modern 
mode, accounting itself manages little in the 
way of rhetoric that is persuasive outside its 
professional and. disciplinary bounds. But what 
is an accounting that cannot communicate 
details to others? 
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REPRESENTATION AND, CONTROL 


If I am to have a native tongue, I have to accept what 
“ory elders” say and do as consequential; and they have 
to accept, even have to applaud, what I say and do as 
what they say and do. We do not know in advance what 
the content of our mutual ‘acceptance is, how far we 
may be in agreement. I do not know in advance how 
deep .my agreement with myself is, how far 
responsibility for the language may run. But if I am to 
have my own voice in it, I must be speaking for others 
and allow others to speak for me. The alternative to 
speaking for myself representatively (for someone else’s 
content) is not: speaking: for myself privately. The 
alternative is having nothing to say, being voiceless, not 
even mute (Cavell, 1979, p. 28). 


The late-modern version of accounting 
configures itself primarily as a set of (business) 
processes or procedures. It is also a (business) 
profession. And it-is a field of (mainly 
economic) inquiry, but the inquiry always 
remains separate and derivative. None of these 
self-conceptions treats accounting as a practice. 
At best, they arrange accounting as a profession, 
with an enduring code and minimal community 
for practitioners. Like other modern profes- 
sions, accounting refuses to conceive itself as 
inquiry,. politics, or communication.. Few 
accountants who are academics generally 
appreciate ‘themselves -—— let alone. their 
business brethren — to be practitioners of 
politics and communication. 

The late-modern emphasis on representation 
and control arises principally from turning 
economy (as a sphere of business or marketing) 
into a univocal and imperial standard for all 
rational choice. In this way, economy subsumes 
not only accounting but virtually every other 
sphere of modern endeavor.'° It threatens to 
take over politics and government, turning 
public arenas of communal responsibility into 
markets where votes are money and minimum 
winning. coalitions are: the only goal. . It 
jeopardizes everyday life, reducing the sphere 
of family life to a residual domain of purely 
individual activity. Thus modern answers to 


19 Ror a Foucauldian account of accounting as a late-modern practice, see Hoskin & Macve (1986). 
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business and accounting questions issue from 
economics as a separate and scientific inquiry 
into processes of rational choice. Far be it from 
economists or accountants to learn from rhetoric 
as a study of politicking and communicating in 
specific situations (McCloskey, 1985; Klamer et 
al, 1988). SA 

Especially as a profession, then, late-modern 
accounting borrows the external, modern, econ- 
omizing goods of representation and control — 
trying to make them its own. This is scarcely 
surprising, and it is not automatically perverse. +! 
Representation, after all, is the main means and 
problematic of modern life. And control (of one 
thing by another) is the use to which modern 
enterprises typically put representation. 

Properly appreciated, however, representa- 
tion is more than a means. It involves substan- 
tive commitments about the forms, contents, 
sources, and targets of its ability to translate 
things from one context to another. This means 
that representation should have many meanings 
and uses, each suited to the detailed dynamics 
of a specific practice. Unfortunately. the modern 
dynamics of representation in. the pursuit of 
external control insistently hollows out projects 
of representation. It turns every activity of 
representation toward serving as an all-purpose 
instrument for any (controlling) ends selected 
by the representer (Birch, 1971; Pitkin, 1972). 

For modern cultures, therefore, all represen- 
tation tends. to become re-presentation. All 
spheres and practices that we modernize grow 
concerned, even obsessed with re-presenting in 
a second place or way the contents first 
presented in a less useful style or arena. Useful 
for what and to whom? To the representative or 
representer,. primarily; to the representation 
itself, secondarily; and only as a tertiary matter 
to the represented. The characteristic ambition 
of modern cultures is development, as a dedica- 
tion to benefit oneself and others through such 
re-presentation: Usually the developer wants to 
re-present things in order to make them more 
controllable, generating benefits by reshaping 
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ordinary sets of entities or courses of events. 
Thus modern technology represents nature in 
models and mechanisms for the usually 'express 
(but sometimes tacit) purpose of controlling 
nature better. 

As long as the purpose of such control is to 
benefit humans through better conditions, the 
story of modern civilization can be a comedy 
(though not a romance) of progress. As the faust 
myth has it, ‘though, the true purposes of 
development too easily get lost, and the soul 
gradually goes out of modern civilization. In 
simple terms, the faust figure forgets the 
difference between development and control 
(Redner, 1982). This disconnects projects 
of.representation from the developmental pur- 
poses needed for them to remain responsive to 
specific situations. Modern ambitions degener- 
ate then into a passion for domination in order to 
control. Along the way, they empty the trope of 
representation of its substantive (importantly 
political) concerns (of government true to the 
trust of active citizens, for example). By late- 
modern times, there remains little to representa- 
tion except a means, a technique, of control. 

This is precisely how economics (first) and 
(then) accounting have come to conceive and 
wield representation as a technology of potential 
control. Accountants. re-present resources and 
transactions in order to enhance managerial 
control over situations or organizations. Yes, 
the accountants “reduce” other peoples and 
possibilities to balance sheets, but the complaint 
is not that such re-presentations are intrinsically 
evil, for they are the means to many goods. 
Rather the worry is how the accountants reduce 
themselves to the merest tools of management. 
Thus the talk and action of accounting profes- 
sionals, as well as the texts and studies of 
accounting professors, generally agree that 
accounting is a family of business methods or 
techniques: end of sentence. If accounting 
sacrifices the soul of what it represents, it is only 
because accounting loses its own soul in the 
bargain. As a mere technology of representation, 


1! For one historical approach to accounting as a profession, see Hugh Willmott (1986). 


> 
Pal 


222 


accounting debases itself into mere expertise for 
use in better management or control of financial 
affairs. By the slightest of stretches, increasingly 
comfortable to business and academic accoun- 
tants alike, the profession generalizes its services 
for control by promising techniques of rep- 
resentation to improve the organizational affairs 
of any institution. A‘technology of control for 
any content is-an activity with no goods, and 
therefore precious little substance, of its own. 

We all know the standard figures of represen- 
tation in accounting. Rules of reckoning, columns 
of numbers, ledgers of double entries, charts of 
organization, diagrams of process: all become 
stripped of their substantive commitments (and 
intelligence). The meaning of accounting’s 
famous imagery of the bottom line changes from 
the realism of acknowledging complicated 
circumstances that constrain us to the reduc- 
tionism of imposing facile interpretations that 
control us. Then accounting becomes a tool 
for replacing awkward particulars with the 
employer’s interpretation of reality. No longer 
does accounting insist on collective respon- 
sibility. Instead it sells wizardry with figures: hire 

the accountant, make the financial picture look 
` good; use the accountant, control the organiza- 
tion as you please! a 

Thus do late-modern accountants become 
“mere. rhetoricians” in the sense rightly excori- 
ated by ancient philosophers and almost every- 
body since. As mere rhetoric, mere accounting 
combines trivial ornamentation with covert 
manipulation. It re-presents merely to increase 
control, regardless of the merits or conditions. 
By that point, however, the soul has gone out of 
accounting as a practice. No longer does it 
define and pursue distinctive goods of its own. 
Instead it serves the soulless organizations we 
call bureaucracies. 

As practice theorists, Lasswell, Goffman, 
MacIntyre, and Bourdieu all share Max Weber’s 
late-modern horror of bureaucracy. For them, 
it is the disspiriting condition of collective 
irresponsibility brought on by. representation 
and rationalization run wild. Yet practice theory 
does not tend to share Weber’s “metaphysical 
pathos” of bureaucracy, the despair which left 
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him with no practical alternative to moderniza- 
tion as rationalization through representation 
and control in the narrowest of economic senses 
(Gouldner, 1955). Instead it features practices 
precisely as a way to limit and criticize the 
claims of economic rationality and political 
control. Lasswell cautioned against the “psycho- 
pathology” of private desire presented bureau- 
cratically as public policy. Goffman slammed the 
bureaucratic ambition to create “total institu- 
tions”. MacIntyre blasts the bureaucrat and the 
manager as the most despicable characters in the 
late-modern story of the destruction of virtue. 
And Bourdieu repeatedly demonstrates the 
violence done to ordinary people and diverse 
practices through.the representational dynamics 
of modern, economic, bureaucratic rationality. 
He shows how it cannot acknowledge real 
human beings, distinguish vital human goods, or 
recognize actual human practices. 

For Weber, we might say, a practice is akin to 
a “vocation” — a sustained, cooperative enter- 
prise so committed to its own, internal goods 
that it resembles a religious calling (1946, 
pp. 77-156). Practices are not monads incom- 
municado; they are distinct but interrelated 
networks of activity and regions of language. 
Therefore practice theory does not invite 
troubles of radical relativism, though it does 
dissolve problems of. philosophical founda- 
tionalism (Nelson, 1990a). Accounting as a 
practice need not worry that anything goes; 
its defining goods rule that out. Rather it 
is accounting as a bureaucratic tool that 
manages to accommodate almost any result as 
acceptable. 

Accounting as a practice would resist directly 
the bureaucratic monomania of rationalization 
through representation and control This is 
exactly the inclination toward administration as 
a: modern structure .of control and account- 
ability that produces bureaucracy as a late- 
modern disaster of confusion and corruption. 
As already suggested, it is the attraction to 
abstraction as the modern: strategy of represen- 
tation and accountability that (re)creates 
accounting as a late-modern failure of informa- 
tion and evaluation. As I also want to suggest, 
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the political and rhetorical dynamics. of a 
genuine practice can counteract such inclina- 
tions. They give us practical alternatives to the 
bureaucratic rationality of representation and 
controL 

In particular, practices develop diverse 
modes of rationality, dissolving the univocal 
tie to representation and control. -Practised 
rhetorically, the internal- goods of each sphere 
provide a distinctive mode of articulation and 
reasoning, a distinctive rationality. That. is why 
practice theorists. treat each human practice 
as a re-cognition of rationality in the singular. 
Each defines special principles. of conduct 
and evaluation; each acknowledges particular 
people and institutions in terms.of characteristic 
roles, scenes, and plots. Thus practice theory 
would replace the universalism and imperialism 
of economic rationality and political control 
with the pluralism and criticism of rhetorical 
rationalities (Brown, 1988). Accordingly ‘the 
crucial question about accounting as a practice 
. becomes the distinctive character of its internal 

goods. 


ACCOUNTS AND AUDITS 


Who is listening? To listen is'to audit. To audit is to make 
or check accounts (as an accountant). To make 
accounts is to count or tell (like a bank teller), and to 
check accounts is to recount (like an auditer). But to 
tell or recount is to narrate — as a storyteller. Hence to 
Usten is to narrate, to tell stories, and how we listen to 
them helps to determine who we are.'* 


So let us ask again: What is-accounting? What 
could it be? What should it become? First and 
foremost, let us answer that accounting is 
properly a practice.'> And let us mean by that a 
complex of activities which perpetuates itself in 
order to produce a special set of goods defined 
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by the practitioners. Then what, we need to 
know, are the internal, constitutive goods that 
can and should set accounting apart from other 
practices, especially in matters of business and 
government? 

To answer this question, we must remember 
that the need is-not for more “goods” in the 
narrowly economic sense of usable items 
defined: and valued only in markets where 
buyers: and sellers can exchange them. This 
is all too easy to forget when addressing 
accounting as an economic profession. By 
modern. definitions, economic practices obscure 
their reliance on this constitutive sense -of 
goods every time they promote a utilitarian 
notion of goods as their regulative ideal for 
conducting or explaining any economic activity. 
Business and academic practitioners of accoun- 
ting as a profession tend to conflate the 
generic (and debased) goods central to 
modern economics with the specific (but neg- 
lected) goods proper to accounting. In contrast 
to the modern, economistic conception of 
accounting as a profession, there are at least four 
dimensions of practices that help to evoke a 
(potentially post-modern) practice of accounting. 


Goods 

Virtuous practices pursue special goods 
intrinsic to ‘their distinctive activities. One 
trouble with late-modern accounting as a 
profession, I have suggested, is that it has 
been forgetting its distinctive goods. It largely 
ignores its specific, proper goods of narration 
and acknowledgement, to pursue only the 
generic modern. goods (means? bads?) of 
representation and control. 


Performances 
Vibrant practices are performances within 
larger discourses. Because they are performative 


12 Several times, Stanley Cavell has come close to such lines (1988, pp. 76—101). Since he does not quite say this for 


himself, I shall have to say it for myself. 


13 Between drafts of this essay, I have learned. a good deal about how accounting might be a practice from two essays by 
C. Edward Arrington (199 1a, b). After many a lively conversation, Ed and I can still say cheerfully that we agree and disagree 


on many things, some of each in the essay at hand. 
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and discursive; practices cannot neglect their 
political and rhetorical dimensions. Another 
trouble with late-modern accounting as a 
practice, I have argued, is that ic has ignored 
rather than improved its politics and rhetorics. 
Moreover it has turned away from political and 
rhetorical conceptions of accountability. By 
contrast with economic figures of accounting 
as te-presenting, aggregating, and -controlling 
things; these political and rhetorical tropes 
treat accounting as re-cognizing, narrating, and 
relating persons. These post-modern tropes, in 
turn, invoke two additional dimensions of 
accounting as a practice. ` 


Stories 

Vivid practices eee and even embody 
stories. Thus they avoid reduction to. mere 
techniques, since the narratives insist on char- 
acters who act and evaluate by their distinctive 
standards, rather than automatons who apply 
iron-clad rules and pre-established programs. A 
third trouble with late-modern accounting as a 
practice, I have maintained, is that it has 
repressed inventive re-telling in favor of neutral 
re-presenting. Lacking the legitimating resources 
of narration, moreover, it seeks to sell itself 
as an expert calculus of balance sheets and 
bottom lines —- even when it is “auditing” 
whole Organizatens:: to aah them greater 
cp aa ae 
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Vital practices, recognize the limits and 
perversions of the modern ambition to control 
-by acknowledging the specific conditions, 
institutions, and traditions of their own and 
other practitioners. A last trouble of late- 
modern accounting is its lack of respect, 
sensitivity, and attunement to local situations. 
Or at least, that holds for the official politics 
and rhetorics of current accounting. Actually 
accountants contribute to control far less by 
supplying rationalized’ information than by 
legitimizing results dictated directly or in- 
directly by their employers, Yet such accounting 
still runs rough-shod over anything and any- 
body not.in a-position-to purchase such results. 
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And the more this becomes known by people 
outside accounting, the less accounting can 
confer legitimacy, at least by the modernist 
strategy of representation and control. 

These four practical dimensions mean that 
post-modern accounting needs to become far 
more assiduous in cultivating for itself the 
performative goods of. narration. (storytelling) 
and acknowledgement. Without the. constitu- 
tive goods of stories and recognitions to attune 
accountants to the goods and deeds of others, 
the practice cannot hear what others. say about 
what they.are doing and why. Nor can it listen 
to how they are saying it, in what voices 
and. styles. Lacking the ears of narration and 
acknowledgement, accountants cannot, in the 
best sense, audit other activities. Thus I am 
inclined to worry that the late-modern practi- 
tioners and theorists of accounting have for- 
gotten its defining goods. And I fear that this 
might prove true in four ways. 

First, late-modern accountants seem to. have 
forgotten narration and acknowledgement. as. 
the particular goods constitutive of worthy and 
successful practices of accounting. The modern 
ends of representation and control crowd out 
listening to others: and telling their tales in 
diverse terms meant to convey their distinctive 
voices. But without narration and-acknowledge- 
ment to inform representation and control, 
accounting tends to degenerate as a practice. In 
advanced industrial societies, the early virtues 
and successes of modern accounting yield to 
the shams of business and political manipula- 
tion. All along, of course, accounting is suscep- 
tible to corruption; never was there, to be sure, 
a golden age of pristine narration or representa- 
tion. The trouble is that the corruption has 
become so advanced that practitioners and 
theorists of accounting no longer recall their 
proper purposes. This forgetting is the- most 
specific confusion that bedevils late-modern 
practices of accounting, and it is awful enough 
in its scope and consequences. 

Yet the first forgetting relates to a second 
which might be even more damaging. Late- 
modern practitioners and theorists of account- 
ing seem. to forget what-a practice.is. They. show 
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few signs of comprehending that accounting 
would cobere as a distinct and defensible 
practice largely because it would pursue a 
special class of goods which it must define 
mostly for itself. This is another way of saying 
that current accountants often forget bow their 
accounting is a practice — whether of business 
or scholarship. They do not know that their 
goods need to remain distinct from the generic 
modern utilities that dominate late-modetn 
business and economics. 

And the second forgetting gradually enforces 
a third: accountants compound their internal 
loss’ of narration and acknowledgement by 
making the external goods of representation 
and control into mere means. That is to say, 
representation and control gradually cease to 
be full-fledged goods. No: longer successful or 
defensible complexes of ends-with-means, they 
retain little capacity to form accounts in ways 
responsible to the practice of accounting or to 
its genéral environment. To: exaggerate for 
effect, the representation and ‘control of late- 
modern accounting become techniques of 
service for-an expert to sell to the highest 
bidder, no compunctions enabled or allowed. 
Thus late-modern accountants slide relentlessly 
into retailing re-presentations of any: deeds or 
things in almost any ways which an outside 
purchaser might want, in order for the outsider 
to control some external situation. Late-modern 
accountants become guns for hire, but without 
any real code of honor to give their services 
adequate direction or justification. 

Step by step, though, the situation gets 
still worse. Losing their inner direction, their 
practical goods, late-modern accountants 
gradually lose also their technical virtuosity. 
In-forming nothing themselves, because they 
have no independent standards, late-modern 
accountants come merely to process the 
information — the data — given them by others 
(Nelson, 1990b). They just repackage it as 
requested. As the rest of us discover that 
the profession of accounting supplies little 
substance and fewer standards of its own, we 
cease to trust or believe it. The ethos, the 
community standing, of the practice might lag a 
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bit behind the performance of the practitioners, 
but the rest of us eventually start to learn 
what is happening. Yet the technical value of 
late-modern accounting lies in its ability to 
persuade outsiders, and thus to legitimate 
existing arrangements or proposed reforms 
(Richardson, 1987). To lose their public 
credibility is for late-modern accountants to 
lose effectiveness. It is to lose the very craft of 
accounting. i . 

Thus accounting’s late-modern devices of rep- 
resentation become an intricate but increasingly 
ignorant set of techniques. Less and less do they 
help control; less and less do they re-present 
usefully in some other fashion. Lacking the sub- 
stance and standards needed to limit and direct 
them, late-modern accountants can seldom use 
such techniques to good effect. They fail to 
generate virtuous results for accountants or 
others, they fail to confer control on the buyers, 
and eventually they fail even to dupe the buyers 
into a mistaken sense of control. Since other late- 
modern professions now suffer from similar 
failures of self-knowledge, we may regard this 
last form of forgetting as the general amnesia that 
impedes and corrupts many twentieth-century 
practices, often with bad consequences for all 
who live in late-modern times. 


NARRATION AND ACKNOWLEDGEMENT 


If an utterance is meant to tell someone something, then 
what you say to him must be something he is in a 
position to understand, and something which is, or 
which you have reason to believe will be, informative, 
something which is news to him (Cavell, 1979, p. 209). 


The practitioners and theorists of accounting 
as a profession have trouble knowing why rep- - 
resentation and control cannot suffice. Indeed 
they have even more difficulty in understanding 
how the announced ideals of late-modern 
accounting so frequently produce disasters of 
unjust and inefficient organization. If some 
begrudge outside criticism such as mine, finding 
it ill-informed, inevitably they are right in many 
ways. Yet they are wrong in at least one way that 


‘matters. If dccountants reject the conventional 
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wisdom that their profession: is increasingly 
corrupt and inept, they would be well advised to 
come to better terms with the corrupting and 
incapacitating effects of such cynicism. 

The rest of the argument is simply that the 
specific confusions and the general amnesia 
of accounting are well worth correcting. This 
holds, I believe, because the practice of accoun- 
ting could well become crucial for pursuing 
collective responsibility in currently emerging 
conditions for post-modern civilization (Lyotard, 
1984; Jencks, 1986). Movement toward post- 
modern accounting, I suggest, should occur 
importantly as movement toward accountants 
better aware of their rhetorical possibilities and 
political responsibilities. This would not elimin- 
ate all economic concerns and assumptions from 
the practice of accounting. Rather it would 
(re)turn accountants to a better appreciation of 
accounting as a practice. It would augment 
economic goods and perspectives with political 
goods and rhetorical perspectives too seldom 
acknowledged — let alone cultivated —- by late- 
modern accountants. Thus it would move 
toward a post-modern politics and economics 
of collective responsibility (Nelson, 1987a, 
1989). - 

A post-modern practice of accounting can 
generate such advantages -by complementing 
the paradigmatically modern tropes of rep- 
resentation and control with the pre- and 


post-modern tropes of narration and acknow- | 


ledgement. A characteristic strategy of post- 
modernists is the eclectic, patchwork retrieval 
of earlier pieces of civilization for use in new 
structures and situations little interested in 
representation and control. Post-modernists 
labor under no illusion that the fragments can 
retain their original significance, or that we can 
even appreciate much of that meaning across 
the immense cultural distance that separates 
them from.us, late in modern times. An ancient 
myth of Orpheus remade into a post-modern 
film is more a device of invention than an 
act of retrieval in the ordinary sense. The 
doric column “quoted” within a post-modern 
building is an act. of homage to historical 
origins and inspirations that acknowledges 
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its own interest in forming a different space 
for a very different collection of people than 
initially encountered doric columns. Likewise 
the storied accounts that post-modern account- 
ing might generate in business audits or 
national budgets will acknowledge responsi- 
bilities and resources in ways that depart from 
tales old and representational. 

That is why I have written dirogot of 
(re)turning accounting to goods lost or for- 
gotten. The parentheses signal that this turning 
has yet to come, even though it defends itself 
after the fashion of many a revolution in 
politics. Thus it calls for a (re)covery of old 
values, virtues, and principles that (of course) 
were never practised in quite the times and 
ways now recommended — but that still form 
a necessary horizon of history, to endow needed 
reforms with meaning and legitimacy. A post- 
modern accountancy will return the profession 
to the practice of internal goods that it has yet 
to, generate adequately -within itself. Important 
parts of the profession’ as we now know it, 
including its very name, intimate that account- 
ing is properly an exercise in narration and 
acknowledgement (more than representation 


` and control). If the return is but.a turn, is it 


any less appropriate? As Ursula Le Guin says, 
“You can go home again, as long as you 
understand that home is where you’ve never 
been before”. 

If accounting goes home in this post-modern 
sense, where will it be? Who will it find? What 
will it do? This is perhaps not for me as an 
outsider to say in any- detail. A post-modern 
accounting will in-form audiences with narra- 
tives, more than control them with representa- 
tions. It will tell stories with many characters | 
and plots — not limited to the tired, often 
inadequate tale of Economic Man and the 
Bottom Line. It will acknowledge other voices 
than the employer’s and the manager’s alone, 
other practices than the economic. 

When it cannot hear the distinctive voices of 
others, accounting ends up trying to see what 
others are doing, through the single-minded 
medium of money. That is why the profession 
has had terrible.trouble in keeping the external, 
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economic ambitions of representation and 
control properly modest. That is also why the 
profession has almost as much difficulty in trying 
to practise representation and control decently 
in their own terms. The argument is not that 
accounting could or should purge itself of all 
aspects of representation and control. Rather it 
is that these modern’ dynamics need to be 
corrected, limited, and augmented. The ears of 


accounting are its capacity for hearing the ethical l 
and political appeals of others. By (re generating 


these ears for rhetoric, accounting can hope to 
(revitalize its nearly lost goods of narration and 
acknowledgement. These are constitutive stan- 
dards of accounting necessary for us to mount 
better practices of collective responsibility. 
Plainly the hope is for a fourth encounter 
with a more politically and rhetorically sophist- 
icated accounting, a practice decently suited to 
post-modern times. And in a way, this is already 
happening for me. As I conclude the essay at 
hand, the State Auditor is culminating a recent 
campaign to get the government officials and 


-. ordinary citizens of Iowa, where I live, to 


acknowledge how mismanaged and overdrawn 
the state’s accounts have become. One move 
after another, he has made an obscure state office 
into a platform for educating the whole state 
about the “budget tricks and fixes” of the past 
decade, when Iowa edged its way out of 
a virtual depression only through a covert 
combination of state borrowing and spending 
roughly equivalent to Reaganomics at the 
national level. In Iowa, the state auditor is 
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usually an accountant; and the incumbent's 
predecessors had satisfied their taskmasters in 
the statehouse and the legislature through the 
latest services in auditing and accounting, 
all the while promising a smooth transition 
over time to Generally Accepted Principles of 
accounting for the government. Theirs became 
a deadline deferred by innumerable ingenious 
devices of representation, dedicated of course 
to balancing books and controlling public 
opinions about state policy and finance. But the 
current Auditor has been telling Iowans the 
decidedly post-modern tale of “The Emperor’s 
New Clothes”. His is a specifically post-modern 
accounting because it takes care to trace with 
sympathy the complicated story of how the 
state worked its way into the present mess. 
His is a post-modern accounting because it 
patiently acknowledges the diverse citizens 
with informative voices on the origin and 
character of the state’s current economic and 


‘political challenges. And his is a post-modern 


accounting because it imaginatively projects 
and provokes varied alternatives for action at 
many levels. This story is not over, and another 
ability of the post-modern practice must be to 
offer accounts in the midst of events yet 
unfolding. But some of the story’s shape 
is evident enough: this newly political and 
rhetorical accounting is giving lowa its best 
Opportunity in years to improve its economic 
and political practices of collective respon- 
sibility. May we hope that accounting is among 
them? 
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Abstract 


This essay is 2 hermeneutical and ethical examination of the activity of giving an account as basic to 
understanding the moral dimension of accounting practice and research. The author argues that this 
discursive act is one in which the identity of agents is displayed as intersubjective and constituted by 
fiduciary relations through time. The essay seeks to show that by rendering an identity so conceived, 
accounting practice opens corporate forces to ethical evaluation regarding wider human purposes, Thus 
the essay raises to reflection the activity basic to accounting itself. In doing so, it unfolds the structure and 


significance of this activity for moral identity. 


Ours is a time of moral turmoil and ethical strife. 
From the economic and political fallout of the 
Savings and Loan crisis to environmental 
disasters and the whirl of’ debate about cor- 
porate responsibility that surrounded them, 
there is no mistaking the fact of moral problems 
in our economic lifé. And beneath all of these 
specific disputes is the ongoing and unresolved 
question of the just distribution of goods and ser- 
vices in a market driven economy. In this admit- 
tedly confused situation ethical debates often pit 
dogmatists fearful of moral anarchy against those 
who proclaim a relativism born of suspicions 
about all system of bélief (see MacIntyre, 1981; 
King, 1986). Our public life is in constant confu- 
sion about how we should live while the prob- 
lems calling for answers continue to mount and 
to press upon us. : 

Despite this confusion, the need for economic 
accountability in our world situation cannot be 
doubted, If it is impossible to render economic 
forces morally accountable, then human beings 
have becomes slaves to their own financial and 





corporate creations and the earth is subjected to 
unending exploitation under the aegis of 
“efficiency”. The history of this century is one of 
such servitude and destruction. As bleak as this 
all sounds, it has at long last awakened theo- 
logians, philosophers, cultural critics, 
economists and accounting researchers from 
their theoretical slumbers and set them to work 
at addressing issues of real human relevance. My 
hope is to contribute in some small way to this 
renewed concern for the particulars of practical 

Orie approach to these ‘matters would be to. 
explore directly the pressing question of 
accountability for social and distributive justice 
in our economic life. However, such arguments 
often run aground on the problem of how to 
speak about corporate and personal agents. If we 
cannot make sense of “who” is acting, it is dif- 
ficult to imagine how we might legitimate and 
specify the claims of justice. An important first 
step, therefore, to putting accounting research 
and practice in the service of wider human pur- 


“The author would like to thank C. Edvvard Arrington, Jane E. Jadlos, Terence J: Martin, Jr, and the anonymous reviewers for 
Accounting, Organizations and Soctety for their helpful comments on this essay. i 
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poses is to explore what is entailed in giving an 
account of the identity of agents. The title of 
this essay signals its task. I want to explore the 
general topic of how to speak of moral agents 
as beings who give accounts of themselves. 
Admittedly, this is a “philosophical” argument 
in the wide sense of the term rather than an 


inquiry into the details of accounting research. 


Yet I hope it helps us understand the ethical 
import of accounting practice and research. 


To explore something ethically means to take ~ 


up Socrates’s question as still a complex and. 
engaging one for us: “how should we live?” What 
I try to demonstrate is that accounting practice 
and research can be seerias helping us undertake 
such reflection by discursively portraying the 
identity of economic agents. It exercises this 
task, I argue, within a temporal and fiduciary 
relation of accountants to clients and the wider 
public through its own specific discourse. I 
admit that this might appear counterfactual, as a 
strange depiction. of actual accounting practice. 
Too often accountants and research scholars do 
‘not see themselves as giving an account in this 
way. They understand their work in purely func- 
tional terms with a keen sense of the difference 
between its language and the discourse of ethics. 
Yet if ethics is to aid in understanding how we 
should live, then it must help us see dimensions 
of existence, experience and language often 
overlooked or denied. To understand the moral 
character of giving an account requires that we 
grasp the possibilities and demands it entails for 
those who undertake it. In doing so, we. will see 
that the accounting profession has a moral task 
since it makes possible claims about how identi- 
fiable agents can and must live in relation to 
others and themselves. In this, accounting is in 
the service of moral as well as economic reflec- 
tion. 

My argument will.move in several interrelated 
steps. First, I want to clarify what this essay 
attempts to show and how it will do so over and 
against other approaches to talking .. about 
agency. Next, I will isolate the specific problems 
about agency which must be addressed as well as 
larger issues in dispute within current moral 
philosophy. While some of these concerns may 
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seem peripheral to accounting practice and 
research, we will see that they bear directly on 


‘the moral problems facing accountants and 


scholars. I will then turn, third, to the relation of 
accountability to moral identity. This section of 
the paper forms the core of the argument. I seek 
to bring to reflection the moral dimension 
implicit in the everyday act of giving an account. 
Finally, I will return to the debates in ethics in 
order to draw together the sum and substance of 
my argument as it bears on moral problems in 
accounting practice and research. Throughout I 
hope to show that the task. ‘of giving an account 
is crucial to our life and well-being. 


PERSPECTIVES ON ACTION: SETTING THE 
ARGUMENT 


The thesis of this essay is simple enough. It is 
this. The discursive act of giving an account is 
one. activity in which moral.identity is enacted 
through time. By exploring the act of giving an 
account I claim we learn something about moral 
existence that is important for accounting 
research and practice since these are defined by 
just this activity. The remainder of the argument 
is nothing more than an elucidation of this thesis 
in order to show how it is a fitting interpretation 
of the moral dimension of accounting practice 
and research. However, before undertaking that 
elucidation we confront two prior issues of con- 
siderable moment for the argument. First, there 
is the issue‘of the perspective from which the 
argument will be carried out. The second 
question concerns the kind of claims I will be 
making. A: 

. Jürgen Habermas (1990, pp. 21—42) has 
noted that there have been at least two perspec- 
tives from which human action has been 
examined. These are well known, but they bear 
mentioning. One is the observer's perspective 
often identified .with theoretical and Scientific 
thought and characterized by a, third-person 
attitude. The concern of the observer is to adopt 
a detached posture in order to make proposi- 
tional claims about a state of affairs. We want to 
know, for instance, what actually happened in 
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the Market Crash of the 1980s. Propositions are 
true, therefore, when they reflect but do not 
alter existing conditions and are free of the 
observer’s own involvement. 

-The observer’s perspective has dominated 
much work in the social sciences and even some 
moral philosophies. Yet for a variety of reasons it 
has come under increasing criticism in recent 
years. I do not want to detail these in this-essay 
since they are now standard in the debate about 
method in the human and social sciences. The 
point is that the researcher is not simply record- 
ing objective events and conditions. She.or he 
tries to understand them as observable realities 
and as objectifications of meaning. The 
researcher. likewise cannot escape the fact that 
she or he is the one thinking. We want to under- 
stand what a Market Crash means and at each 
point of the inquiry it is we who want to under- 
stand this, In order to understand the meaning of 
something and then to communicate it to others 
entails a different posture than the observer 
simply because we are involved. It requires the 
participant’s perspective and a performance 
attitude. 

This perspective and attitude is concerned 
with the meaning of something, the appropriate 
manner for understanding and communicating 
it, and, more profoundly, the conditions, criteria, 
and mediums for understanding anything at all. 
Hermeneutical reflection has taken up these 
issues within the whole reach of the human and 
social sciences. It is the kind of reflection I 
undertake in this essay: For the sake of my argu- 
ment a crucial hermeneutical claim is that the 
truth of an interpretation entails the interpreter 
(see Gadamer, 1975). We understand through 
interpretation and as such we cannot escape the 
performative involvement with what-we are try- 
ing to understand. In this sense all understanding 
is practical in character, even our most “theore- 
tical” constructs, since it involves the one think- 
ing. This does not mean that interpretations are 
simple fabrications of our wishes, however. 
What it does mean is that a correct interpretation 


is not true in the sense in which a proposition that reflects 
an existing state of affairs is true. It would be better to say 
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that a correct interpretation fits, suits, or explicates the 
meaning of the interpretandum, that which the interpre- 
ter is to understand (Habermas, 1990, p. 27). 


The argument I foward in these pages con- 
sciously adopts the posture of hermeneutical 
reflection. This quite naturally bears on the 
status of my claims as well Their validity cannot 
be that of third-person report of supposedly 
existing states of affairs. Rather, the argument 
seeks to be a fitting interpretation of what giving 
an account of moral identity means. To grasp its 
force requires the reader’s willingness to partici- 
pate in this inquiry in order to see if the interpre- 
tation I offer does indeed fit what happens when 
we give an account. 

Adopting a participant’s perspective and 
attitude is unavoidable in ethical reflection, it 
seems to me. This is because what we are trying 
to understand, that is, how we can and should 
live, necessarily involves us. Accordingly, the 
perspective and attitude assumed in this essay 
not only locates the argument relative to 
methodological options current in the social and 
human sciences. It also places the argument 
within debates in: ethics. It is important to be 
aware of this placement since it too bears on the 
status of the claims to be made. 

First of all, I am not attempting to view 
accounting or economic life simply from what is 
called the “moral point of view” (Baier, 1965). 
Such a perspective claims that to be moral means 
adopting a disinterested observer's perspective 
on life in order to avoid bias and favoritism about 
what is good and bad, right and wrong, just and 
unjust, To be moral is to act on the principle of 
equal respect for others, to treat them as ends in 
themselves. The moral life is then an act of trans- 
lating the singularity of existence into univer- 
salizable moral laws, goods and judgments. 
Ethics is to provide the rational justification of 
norms binding on all agents for this “view from 
nowhere” as well as explaining the meaning of 
terms like just and good, As R. M. Hare put it, 
“Ethics, as the study of moral argument, is thus a 
branch of logic” (Hare, 1989, p. 175). And 
applied ethics, for its part, solves specific moral 
quandaries (e.g. insider training) from the moral 
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point of view by clarifying moral arguments (see 
Pincoffs, 1986). 

Since we seek to understand the meaning of 
our moral existence in order to respond to how 
we should live, we can say that the moral point of 
view is simply incomplete, however much we 
hope to avoid bias, strive for clarity, and sense 
the demand of acting on the principle of equal 
respect: This is because life takes place in 
specific and complex situations that bear on its 
moral import. Acknowledging this will not keep 
us from making more general claims, however. It 
was the enduring insight of Kant to realize that 
the aspiration to generality — to the moral point 
of view — is-essential to our moral being.’ If 
nothing else, we want to be understood by 
others. My point, then, is that moral claims arise 
from somewhere, from the activity of giving an 
account within communities amid changing cir- 
cumstances. This has to do as well with the status 
of the normative claims we make in ethics. 

Taking this tactic to moral reflection also 
bears-on the particular concerns of this essay. It 
means that I am not making my argument by 
beginning with obligations implied in business 
discourse (Brummer, 1986), the legitimacy of a 
fairness or justice criterion for economic 
behavior (Paul F. Williams, 1987), or analyzing 
the effects of corporate action on others, on so- 
called “externalities” (Benston, 1982). All of 
these options, now standard in so-called “busi- 
ness ethics”, remain within the theoretical 
sphere of utilitarianism or deontology and the 
moral point of view. They fail, in my judgment, 
to undertake the prior investigation of what giv- 
ing an account means for moral existence and 
the business world and thus leave untouched 
assumptions about agency that are now seen as 
problematic. I want to engage in this more basic 
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level of reflection in order to bring to light what 
it is that makes accounting an activity concerned 
with how we should live. 

It is obvious that my ethical concerns and my 
methodological ones are bound together. This 
essay undertakes a hermeneutical ethics mindful 
of the perspective, attitude, and kinds of claims 
that doing so entails. As will become clear, it is 
also an undertaking informed by the insights of 
theological reflection. That said, it is now pos- 
sible, to return to our thesis. The first step to 
elucidating its meaning for accounting is to 
specify the problems the argument hopes to 
address. I will begin with particular ones in busi- 
ness and move to more general ones found in 
moral philosophy. That will provide the context 
for the actual investigation of the activity of giv- 
ing an account. 


PROBLEMS IN TALKING ABOUT AGENTS 


It takes little imagination.to grasp the impor- 
tance of giving an account of our lives. Some of 
us all the time and all ofus at least some of the time 
seek to render our lives intelligible to ourselves 
and to others. In its simplest sense, giving an 
account is providing reasons for character and 
conduct, ones held to be understandable to 
others and. thereby rendering a life intelligible 
and meaningful. It is the discursive act of saying 
or writing something about intentions, actions, 
relations and.outcomes to someone — even if 
this is ourselves —- amid complex and often 
limiting circumstances in such a way that an 
indentity is enacted as intrinsically interdepen- 
dent with others.” This is crucial for the moral 
life. The ability to engage freely in purposive 
actions, to undergo, interpret and’ evaluate 


‘Bernard Williams (1985) has spoken of f morality as that “peculiar institution” concerned with order and discipline. He sees 
this as but a subset of the concerns of ethics. This is because ethics centers‘on’ the question of how we should live. I agree 
with Williams on this point. Where I disagree with him concerns the limits-he places on reflection to address the particular 
problems that confront us. I also want-to thank the anonymous reviewer, of Accounting, Organizations and. Soctety for 
insisting on the importance of Kant’s insight at this point in my argument and for other helpful comments as well 

71 am arguing here that the discursive activity of giving an account is helpfully understood on analogy to “texts”. Like texts, 

as Ricoeur has shown (1984), giving an account discloses something for understanding. We come to some self-understanding 
by interpreting these accounts. Yet with texts we are concerned with what they say, their subject matter, and not the 
subjectivity of the author that generated the text. Concern for the author's “genius” was the mark of Romantic hermeneutics, 
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actions and relations, to make judgments of 
praise and blame about character and conduct, 
and to account for all of these activities is con- 
stitutive of the being of an agent. This is so even 
as every “morality revolves around equality of 
respect, solidarity, and the common good” 
(Habermas, 1990, p. 201). In a word, giving an 
account is one activity in which we come to be as 
selves and particular kinds of communities 
through forms of discourse that shape, guide and 
judge life regarding concern for the common 
good, human solidarity and basic respect. 
However, there are a number of problems in 
talking about agency germane to the concerns of 
our argument. One centers on the agency of the 
corporation. Can we really ask: who is the cor- 
poration?’ The first and most obvious retort to 
this question was forcefully put by Milton Fried- 
man (1970, 1979; see also Mulligan, 1986) and 
more recently by Paul Weaver (1988). In sum 
the claim is this: talk about the accountability 
or social responsibility of business is deceptive 
and/or confused. It is deceptive since business 
exists to make a profit and any so-called altruistic 
or “moral” activities (e.g. contributions to 
charities, the arts) are always driven by that in- 
terest despite claims to the contrary. Obviously 
such drives must be acknowledged. The 
question is whether or not the identity of any 
agent can be understood solely on these 
grounds. I argue that it cannot be so conceived 
without contradiction, that is, without the loss of 
what is actually entailed in any accounting for 
corporate life whether that centers on profit, 
survival, or other ends. . 
Claims about social responsibility, are con- 
fused, so the argument goes, because we cannot 
speak ofa corporation as a moral agent; it is, after 
all, an artificial reality, a legal creation.. The 
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assumption here is that a moral agent is a self- 
identical center of consciousness and valuation, 
that is, someone who has a “soul” (see McCraw, 
1988). As Amartya Sen has pointed out, the view 
of the human in modern economic theory “is 
that every agent is actuated only by self interest” 
(Sen, 1979, p. 87; see also Noreen, 1988). Such 
an agent freely determines her or his behavior 
while entering into constitutive relations with 
others through contractual agreements. These 
agents exercise their subjective preferences by 
seeking to maximize interests constrained only 
by those contracts with others. This idea of 
agency is a hallmark of much modern thought. 
In fact, “modernism is in general and fundament- 
ally the ideology of self-realization” (Theunissen, 
1982, p. 2). Once this portrait of moral agency 
was accepted by political economists and others 
any attempt to reflect in other ways on eco- 
nomic life seemed foiled at the outset. This is the 
case because it is difficult to speak of corpora- 
tions as agents in this sense, as having a self- 
realizing soul. 

Or is it? On the one hand, the corporation is 
not called a moral agent by Friedman and others 
because it is driven by the profit motive, and 
ought to be so driven within the context of the 
marketplace. On the other hand, human agents 
are defined as moral agents by just such self- 
interested behavior when it grounds contractual 
relations that provide norms for behavior. In 
fact, economists claimed this is how persons do 
act and how they ought to act as well. “The idea 
of the self-determination of the human”, as 
Michael Theunissen (1982, p. 9) notes, “meant 
nothing other than the mandate that a person 
had foremost to fulfill his own life.” Thus there is 
a circularity in the description of the human as a 
preference driven and self-realizing being 


While subjectivity in this generative sense is a remainder concept in giving an account, we are, nevertheless, interested in 
the agent’s identity as it is rendered in the discursive.act. The reason for this is simple: we hold agents responsible for what 
they are and what they do in ways that texts escape evaluation. The moral act of giving an account can be helpfully explored 
on analogy to texts. Yet it is more ambiguous and complex than a text and must be interpreted on its own. 

*This question was recently put to the Pennwalt corporation by Federal District Judge Jack E. Tanner ima case against that 
corporation concerning the spilling of cancer-causing chemicals. The judge requested that the chairman of Pennwalt enter 
the guilty plea so that the public could know who the corporation is. This action has provoked considerable debate. My point 
in calling attention to it.is merely to show that the question of agency is central in current corporate life (see Timothy Egan, 


1989). 
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regarding claims about the reality of the cor- 
poration. The person’s:behavior, “it appears, is to 
be explained in terms of preferences which are 
in turn defined only by behavior” (Sen, 1979, p. 
93). To avoid total confusion the argument 
against the accountability of corporations can- 
not center then on motive (prefererices) and 
self-realizing behavior since by a reductio ad 
absurdum these are shown to be viciously cir- 
cular, The argument must, therefore, turn on the 
consciousness persons have of being agents who 
enter contractual agreements subject to moral 
criterion, like a principle of justice. How can one 
speak of corporations in these terms, as having a 
consciousness, assuming, for the moment, that 
we must so conceive of agents?‘ 

In ‘response to these problems various 
attempts have been made to speak of “corporate 
moral agency”, as Peter French calls it (1984). 
To do so requires showing that a corporation (1) 
is the cause of events that can be evaluated 
regarding their intentions-and outcomes, (2) is 
free and purposive, or rational, about its 
activities, and, finally, (3) is admissible to mem- 
bership in some moral community to which it is 
accountable and whose beliefs and values are 
norms for judging actions, intentions and out- 
comes. Thinkers have tried to meet these 
demands for specifying the agency of a corpora- 
tion in one of two ways. First, some explore the 
decision-making structure in a corporation as 
` analogous to human agency, like French does, 
and thus center on the problem ‘of conscious- 
ness itself. If it can be shown that this analogy 
holds, then we can speak of corporate agency. 


Others contest this “corporatist” argument,- 


claiming that only human persons can be moral 
agents, with all the rights and burdens this 
entails. Indeed, to admit corporations to the 
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moral community seems to demean the dignity 
of being human (see Danley, 1984). Granting 
the veracity of the critique of corporate respon- 
sibility, these thinkers cancentrate on ‘the 
decisions, virtues and character of managers, the 
agents of shareholders. Regardless of the status 
of the corporation per se, at least managers are 
moral agents and thus held to canons of social 
responsibility relative to their shareholders, 
principal and the wider public. 

Must we grant the initial assumptions about 
agency found in the debate? Do we face a 
genuine either/or: either corporations are moral 
agents and thus human dignity is qualified; or 
only persons are moral agents such that corpora- 
tions elude moral responsibility? In order to 
undertake a different way of thinking about 
agency, we must explore one activity, the dis- 
cursive act of giving an account, within which 
moral identity arises and is rendered intelligible. 
The argument about agency would -then hinge 
not on consciousness but on the relation of 
language and activity, in this case the act of 

“giving an account”. 

‘Tam not claiming that corporations are moral 
agents prior to or outside of the lingusitic act of 
giving an account. There are in this argument no 
ontological assumptions about the “personality” 
of a corporation, or about the origins of human 
character in transcendental freedom. Indeed, 
the main philosophical problem I am addressing 
is how to think with and yet beyond notions of 
rational agency centering on a self-realizing 
“self! who enters contractual relations subject to 
specific norms, a notion that has come increas- 
ingly under question in the past few decades. 
This is not to deny, as we will see, the constitu- 
tive importance of affections, desires, interests, 
and relations within identity. In fact, it is to 


“The locus classicus for this argument in theological circles is Reinhold Niebuhr’s Moral Man and Immoral Soctety (1932). 
His point was that only persons have the degree of self-transcendence necessary to qualify as true moral agents. I will argue 
that there is a qualitative difference between human and corporate agents even when both are admissible, in different 
degrees, to the moral community. I want to show, by exploring anew what it is that renders an acting force into an agent, that 
we can speak of corporate agents. In our nen politcal and economic situation the ability to speak of such 


accountability is of the utmost-tmportance. 


>I want to stress here that Nie titer cao E PEAN I VE E E E a 
identity arises. I would also argue.that cultural practices, such as ritual acts, the appropriation of communal myths, personal 
and social narration, and manifold other forms of activity also shape and render forth moral existence {see Schweiker, 1990). 
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counter the idealist preoccupation with the 
relation of the self to itself in thought alone (see 
Theunissen, 1982, pp. 25ff.). Thus the onto- 
logical assumptions I do hold concern the com- 
plex of relations among language, action, and 
time. While these cannot be defended in this 
paper, I hope the argument will illuminate their 
importance and even truth. 

I am also not discounting the obvious fact that 
discursive acts take place within a variety of 
social, political and economic conditions that 
can distort communication. In fact, part of the 
condition of our personal and social lives is pre- 
cisely the omnipresent force of corporate reality 
in our world, a force met at virtually all levels of 
life. A comprehensive analysis of corporate and 
social existence would have to evaluate this 
mindful of its own implication in such condi- 
tions. Obviously, that is not possible in this essay. 
My point is a more basic one:.an understandable 
identity, even if a distorted one, arises within. 
forms of activity like that of giving an account.® 

This is the case, I hold, for individuals as well 
as groups, even if persons employ radically dif- 
ferent linguistic forms in accounting for their 
lives than communities do. Making this claim 
about identity does not entail a“corporatism” in 
French’s sense, however. I do argue that there is 
an analogous fiduciary and temporal structure 
entailed in giving an account of the identity of 
persons and that of corporations. This analogy is 
the backdrop for further claims about justice, 
ones that I cannot explore in this essay. Yet my 
argument does not mean that collectives are 
equal members with human persons in the 
moral community. They are not. We will see 
why later. 

It is precisely when we begin to speak of moral 
communities and indeed of morality itself that 
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other problems surrounding talk about agency 
come to the fore. They are ones found in the gen- 
eral debates within moral philosophy and theol- 
ogy. I must note these since my argument seeks 
to address the specific practice of accounting 
and general ethical questions as well. The first 
dispute to mention has arisen with the turn to 
language in this century, but it mirrors-Hegel’s 
criticism of Kantian moral formalism. It turns on 
the relation of ethics to discourse and identity 
and hence is crucial for my argument. 

On one side, there are thinkers as diverse as 
Charles Taylor (1989), Alasdair MacIntyre 
(1988) and Stanley Hauerwas (1981) who are 
concerned in different ways with the formation 
of identity, the sustaining of values, and the 
demands of criticism internal to a historical 
tradition. These thinkers are deeply interested in 
what a community says about its life that forms 
and forges social identity around inherited 
norms and values. The relation of discourse and 
identity centers on the content of a tradition’s 
discourse even if it is simply a debate, such as in 
liberalism, about whether or not a community 
ought to determine how we live. In a word, this 
kind of position stresses substantive claims 
about the shape of the moral life and the relation 
of human identity to some notion of the good. 

On the other side, there are thinkers, again as 
different as Jürgen Habermas (1979, 1990), John 
Rawls (1971) and-Helmut Peukert (1984), who 
attempt to derive norms for moral life from our 
ability to communicate or relative to what prin- 
ciples of fairness we would agree to ifwe were in 
a free position to do so. They base these not on 
what a community or tradition says about life, 
since its discourse, norms and values might be 
distorted and persons must be free to forge their 
own. rational life plans. In continuity with 


- ©In hermeneutical terms I am suggesting that the “I” or self is never understandable to itself in any immediate fashion even if 
we have present affective senses of being in relation to others and ourselves. That presence, which is extremely elusive, 
always comes to self-understanding through an interpretative act, in‘ this case giving an account. Following Hans-Georg 
Gadamer, we can call this “T’ donated through interpretive action the “understanding I” (Gadamer, 1975). I am contesting, 
then, the assumption that an account of economic actors by theorists, accountants, and ethicists can hold the “I” of the agent 
as immediately understandable in self-interested terms, What is missed in this is how the portrayal of those agents. grants to 
them a self-understanding as self-interested. When carefully examined, this portrayal of agency is impossible because in the 
act of giving an account the agent is constituted as interdependent with others and hence moved by various motives. 
Analogous arguments were made long ago by Bishop Butler in his sermons at Royce Chapel, Jonathan Edwards in his Tbe 
Nature of True Virtue, and even Adam Smith. For a discussion of these issues sec Sen (1979). 
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Kantian ethics, these thinkers seek principles of 
justice’ and validity from the fact that human 
beings are beings who speak to each other; who 
communicate. They are concerned then with 
procedural justice and the discursive justifica- 
tion of moral norms. The ability to communicate 
is the condition of possibility for any debate 
about the content of the moral life while also 
providing grounds for the external criticism ofa 
community’s mores and discourse. It shows that 
persons possess the minimal requirements of 
moral agency (freedom and rational purposive- 
ness or communicative competence). Agents 
are the bearers of rights that extend to others 
(Rawls) and the makers of validity claims that 
entail duties (Habermas). 

It is important to realize that each side of the 
dispute between procedural and substantive 
ethics has shifted from the self-realizing modern’ 
self to forms of intersubjectivity, to the ways in 
which moral agency is always interdependent 
with others for its existence, valués and norms. 
What is at issue, therefore, is how to account for 
ourselves as moral agents relative to social life. 
Do we concentrate on belonging to a commun- 
ity, as, for instance, those thinkers concerned 
with business character and professional virtues 
do (Westra, 1986)? Perhaps we try, as others 
have, to articulate the norms of accounting im- 
plied in the structure of communicative practice 
or the demands of a principle of justice (Paul F. 
Williams, 1987; Brummer, 1986). Surely we 
must mediate this debate. It is important both 
that we are speaking beings relative to the formal 
conditions for the justification of norms as well 
as what a community says about how one ought 
to live. Moral agency is shaped through dis- 
course which embeds one in a community and 
some vision of the good. Yet it also implies 
claims that extend beyond that community. 

This debate is not simply a speculative one 
about the historical or communicative justifica- 
tion of norms and values. It bears on the practical 
problem of what and whose good is sought in 
personal and corporative behavior. As such it 
brings into focus the problem of the social con- 
text of moral existence. This is the case because 
determination of whose goods or needs count is 


coextensive with the scope of a moral commun- 
ity. For instance, should we see the moral dimen- 
sion of economic life within the context of the 
“culture of business” that bears its own norms 
and virtues about purely economic flourishing, 
even granting the inability of Friedman and 
others to articulate why “profits”, and not some 
other “economic” norm, ought to be determina- 
tive (see King, 1986; McDonald, 1986; Everett, 
1986)? If this is the scope of the moral commun- 
ity and whose goods are sought, then social 
justice and well-being are collapsed into the cal- 
culation of economic good. Contrariwise, 
maybe all of life is to be seen, as some theo- 
logians claim, within a specific religious com- 
munity struggling for the reign of God that 
requires a preferential option for the poor 
(Segundo, 1976)? If this is the case, then the 
entitlement to goods and services is such that 
radical redistribution of wealth is possible and 
indeed required. These examples illustrate that 
the debate about discourse and morality brings 
to light the problem of the scope of moral com- 
munity and claims about what and whose goods 
we ought to seek. 

Just as in the question about norms and dis- 
course, a neat distinction between descriptive 
and normative claims about moral community 
and its good is difficult to sustain. In determining 
what ds the social context of behavior one is 
simultaneously making a judgment about what 
and whose goods ought to be sought. Con- 
versely, prescriptions about goods and’ action 
entail claims about the conditions in which life 
and decisions take place. This is obviously im- 
portant for accounting practice and research. 
Many of its moral dilemmas center on the social 
context ofits activity, what goods are sought and 
whose, and therefore the kinds of reasons it can 
give for its activity. Does the accountant serve 
the wider public and its common good, clients, 
the corporation, the academy, or the guild of 


. accounts? Clearly she or he serves them all and 


thus is unavoidably met by perplexing conflicts 
of interests and loyalties. The scope of the moral 
life, raised by the relation between what and 
that we communicate, poses problems on an im- 
mediate, practical level. I will return to these 
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issues later concerning the temporal and social 
character of giving an account. 

At this point in the argument we see that the 
question of the scope of moral community leads 
directly to another debate that bears on consid- 
ering accounting as a moral practice. This one 
concerns the shape of practical reasoning in situ- 
ations of moral perplexity. Until the 1960s much 
moral philosophy, particularly in the English 
speaking world, was concerned with justifying 
moral principles and analyzing the meaning of 
moral terms (cf. Toulmin, 1986; Bowie, 1986). 
This meant that moral philosophers often did 
not make judgments about substantive issues or 
saw questions of applied ethics simply as the 
testing ground for theory. Adopting a “moral 
point of view” sometimes meant failing to take a 
stand on specific moral issues.” 

There is an important contrast here with 
theologians. A good deal of thinking about eco- 
nomic life has been done by Christian theo- 
logians, whether the 17th century Jesuits on 
usury in the development of banking and trad- 
ing, Leo XIU on just wages and the industrial 
state, -or the influence of Protestantism on the 
rise of capitalism, and, in the Social Gospel, its 
criticism as well. It is also currently engaging 
theological reflection, ranging from liberation 
theologians using critical social theory to the 
recent U.S.A. Roman Catholic Bishops’ pastoral 
letter, Economic Justice for All (1986). The 
bishops, to illustrate this point, begin with a 

specifically Christian “vision” of economic life 
and concern for the poor. They then proceed to 
spell out more general claims about community 
and justice as well as specific policy recommen: 
dations in a way they think is intelligible and 
convincing to the wider public (see Curran, 
1988, pp. 110-137; Hollenbach, 1988, pp. 35— 
84). 

Part of the amnesia of much modernist moral 
philosophy is that it simply disregarded cen- 
turies of reflection on economic and social life 
by Jewish and Christian thinkers while remain- 
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ing satisified in its ignorance of the contempor- 
ary discussion in these traditions (for example, 
see DeGeorge, 1986). As noted above, I draw on 
these resources, an approach hardly surprising 
for a theologian! I hold that religious traditions 
have something to contribute to the task of 
ethical reflection. In this I am not alone. Thinkers 
are increasingly acknowledging the contextual 
and practical shape of reasoning and understand- 
ing (see Gadamer, 1982; Bernstein, 1983). There 
is likewise a revival of case method, or casuistry, 
in applied ethics and ethics in general (see 
Jonsen and Toulmin, 1988; DeMarco and Fox, 
1986). For these thinkers the long tradition of 
moral reflection in the West, philosophical and 
also theological, is important for current 
thought. They simply do not think that moral 
theory concerned with the justification of norms 
can answer our actual practical problems. Given 
this, we must draw again from the wells of moral 
wisdom found in our religious and cultural tradi- 
tions. 

Yet here too there are problems to mediate. 
To be sure, moral theory divorced from -actual 
practical reasoning is inadequate. This is 
because what we seek in ethics is not simply to 
know what the good is, but what we are to be 
and to do in complex and changing situations in 
order to live well, to be good and just. The 
neglect of this demand is what made much mod- 
ernist ethics so boring. Yet while we do seek 
guidance for life through ethical reflection, how 
does one keep thinking about specific cases from 
becoming a subtle evasion of the question of the 
legitimacy of institutional purposes and norms? 
The force of this question has been felt at least 
since Pascal’s criticism of the Jesuit casuists in 
his Provinctal Letters. Lately it has been raised 
by critical theorists. The point has been made in 
accounting research through the examination 
by Richardson (1987) and others of the profes- 
sion as a legitimating institution. To explore 
accounting as a moral practice requires, there- 
fore, that one detail not only the situation- 


7There are, of course, many exceptions to this. R. M. Hare in particular has contested this vision of analytic moral philosophy 
(see Hare, 1989, pp. 1-13). Nevertheless, it must be admitted that analytic philosophy became so engrossed in the logic of 


moral discourse that practical concerns were often neglected. 
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dependent shape of practical reasoning, but also 
the ways in which such reasoning can escape un- 
critical servitude to institutions and their values. 
. What these debates in ethics show is that 
_ exploring accounting as a moral practice 
requires that we face the issues of the scope of 
moral community and its goods, the formation of 
moral agency around norms and values, and the 
ability of moral reflection to interpret and 
critique those goods and norms. The position 
developed below attempts.this. That said, I want 
now to. explore giving an account of moral 
identity as a response to the challenge of 
corporate responsibility. 


GIVING AN ACCOUNT OF MORAL IDENTITY 


Giving an account is an interpretative action. 
It has three dimensions that cohere with the 
temporal structure of life.-This has been noted 
before, and here my argument is hardly original. 
My concern, in fact, is to examine in some detail 
this relation of giving an account as a discursive 
and intersubjective act to the temporalization 
of identity. In doing so I will draw on the 
work of`H. Richard Niebuhr (1963), Josiah 
Royce (1968) and current hermeneutical and 
moral theory éven as T chart a distinct position 
regarding moral identity. What I want to show is 
that giving an account is important for under- 
standing the ways in which moral identity is 
shaped and enacted. Furthermore, not only indi- 
viduals but communities as well give interpreta- 
tions of themselves and their actions through 
time. In each case; I hold that one does so 
through the activity of an “accountant”. It is the 
analogy, the similarity-in-difference, between 
personal and corporate acts of giving an account 
that we'must explore. 
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Taking a participant perspective, we can say 
that humans are beings guided by purposes and 
driven by interests who exert force on others 
and an interdependent world even while we also 
suffer the forces and relations of others and the 
world. As moral agents we give various accounts 
of those actions, relations and sufferings in a way 
that binds us to others, manifests the character 
and inconsistencies of an identity, and thereby 
renders force a. question of power subject to 
ethical evaluation. This transformation of force 
to morally assessable power is crucial to moral 
existence. It is part of what distinguishes 
genuine action from simple physical motion. So 
we must ask, how does this transformation of ex- 
ertion to moral agency, force to power, -trans- 
pire? How is responsibility a correlate of 
power? . 

Here we must acknowledge something about 
the complexity of personal life: at one and the 
same time that one acts, an actor can, and often 
must, give an account of.her or his own life. In 
doing so we experience a discursive ånd affec- 
tive otherness, even an estrangement as theolo- 
gians say, within our identity. I am acting and yet 
also accounting for the one acting. This other- 
ness is between, on the one hand, our exertion 
and suffering, and, on the other, our account of 
these. Thus when I say something about my life 
I do not simply instantiate the identity of the my- 
self with myself. On the contrary, there is 
enacted a pre-given relation and difference to 
myself as anactor and “accountant” as well as to 
others with whom I speak. Not: surprisingly, 
when this doubleness in identity is brought to 
light, by whatever means, it can evoke a shock of 
selfrecognition, understanding, a sense of pride, 
flat denial, shame, or simple evasion about who 
we are and what we are doing.” This doubleness 


31 would argue that the temporal and interactive dynamic is true of all life. With the emergence of the human we see the 
transformation of life into moral awareness through responsibility. Nevertheless, the relation of human agency to the whole 
community of life must be kept in mind. For a similar argument see Jonas (1982; 1984). 

*This doubleness can be seen in phrases like this: “did I do that!” (recognition), “so that is the kind of person I am” 
(understanding); “I accomplished what I intended” (pride); “I did not do that” (denial); “so that is the kind of person I am” 
(shame); “it was not me” (evasion). I note these examples not for the purpose of analyzing moral sentences. Indeed, someone 
like Hare (1989) would not see these as moral since they are not prescriptive in character! I think they show us three 
important things, First, giving an account as a discursive act is dlalogical and relies semantically on the sentence as its basic 
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is the root of self-deception and hypocrisy, the 
gap between our discusively portrayed identity 
and our exertion and suffering. 

This otherness found in personal identity is 
also present in corporations. It inheres in the 
fiduciary relation between a corporation as an 
economic force and the accountant as the one 
who renders an identity. It is enacted when the 
accountant portrays actors, relations and even 
sufferings relative to a larger community of dis- 
course (shareholders, etc.). Of course persons 
and corporations are different, and radically so. 
But the activity of accounting enacts 4 double- 
ness crucial to the moral complexity of identity. 
This is because it evokes some awareness of pre- 
given relations to others, relations subject to 
claims about what is good and evil. 

It is the capacity of giving an account to pre- 
sent such an identity and hence transform force 
into moral power that we must explore. If it can 
indeed be shown that identity arises within the 
dialogical practice of giving an account, we will 
then have a purchase on understanding the 
moral dimension of accounting as a profession as 
well as the grounds for the social responsibility 
of corporations. And we will have also gained 
something for our own moral awareness. To do 
so I want carefully to examine the activity of giv- 
ing an account.’® I claim that ‘force is trans- 
formed into power and thus open to moral 
evaluation when an identity is rendered through 
time. This is because by giving an account the 
meaning of temporality is transformed through 
trust. `’ š 
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It is customary to speak of giving an account of 
past actions and their consequences, that is, of 
ascribing accountability ex post facto. We read- 
ily hold ourselves and others accountable for 
what has been done and the outcomes of actions, 
if it is clear that no coercion was involved. Those 
actions and their outcomes usually are de- 
scribed in a number of ways: political, economic, 
social, personal (see Gustafson and Johnson, 
1988). Yet by accounting for them under any of 
these descriptions, there is simultaneously ren- 
dered forth claims about the identity of the one 
acting in relation to others and circumstances 
such that outcomes and actions have a moral di- 
mension. Outcomes and actions can be 
evaluated relative to how the one acting should 
live; they bear on the flourishing, goods, rights, 
and purposes of human beings. 

By giving reasons for past behavior, one 
locates an identity of an agent in the past that we 
commonly assume is in continuity with the pre- 
sent act of accounting for it. Thus accounting for 
actions, relations and intentions ex post facto 
holds within itself an actor and the one presently 
giving the account. This activity manifests the 
internal complexity or plurality of time (past 
and present) as’ well as the doubleness of 
identity in the relation between actor and 
accountant. However, giving an account also 
infuses the temporal structure of identity into.a 
unity. It does so through the fiduciary relation 
between-the agent so identified and the account- 
ant. That is, there is a trust established between 
the actor and the one rendering the identity (the 


unit of meaning, although it often is expressed in larger linguistic units (narratives, reports, histories, etc. ). This counters the 
analytic concern for the meaning of moral terms. Throughout this essay I assume that giving an account can take rather 
diverse discursive forms. Second, these examples, and others could be added, remind us that we give all kinds of accounts of 
ourselves, even deceptive ones. Yet in each case there is a linking between what one does and who one is. This means that 
moral reflection cannot center simply on prescriptions for courses of action; it is also coacerned with individual and social 
character, the being of the agent. I am trying to explore the connection between conduct and character throughout this essay. 
Finally, I am also suggesting, by the parallel between understanding and shame noted above, that giving an account enacts 
not simply a doubleness between actor and their self-account but also the ambiguity in moral awareness itself. This is more 
true of individual persons, it seems to me, than collectives. However, the pervasive malaise that besets corporations in the 
midst of political and moral problems thereby affecting the spirit of management and workers may be a rough analogy to this 
personal experience. I cannot explore these points further in this essay. 

‘My arguments may appear at this point to have some relation to claims about procedural rationality and justice (see 

Habermas, 1979; Rawls, 1971). The difference, and it is an important one, is that I am claiming that the activity of giving an 

account is crucial not simply for rational claims or the principles of justice but for the being of the agent. If understanding is 

the human mode.of being in the world, then giving an account is one way we understand ourselves as moral beings. 
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“accountant” ) even if these are one and the same 
being. The actor entrusts its identity to the 
accountant who accepts the task of faithfully 
rendering it through time to others and itself. 

Giving an account, in whatever form it takes, 
renders discursively a temporal and existential 
plurality into a tenuous whole. The “trust” 
entailed in this act is often implicit, sometimes 
only disclosed in moments of disruption or 
betrayal.'’ It is not, in the first instance, a for- 
malized contract or covenant between self- 
determined beings, as it is in the professional 
setting. This trust is, rather, a mood or affective 
comportment that shapes how agents under- 
stand and evaluate themselves and others even 
as it is evoked by those others and the world. As 
theologians like to point out, when this trust is 
threatened or broken, life is characterized by 
anxiety about the worth of existence even as 
social life is riddled by deception and distortion 
(see Tillich, 1952; Niebuhr, 1989). The formal- 
ized trust between a professional accountant 
and a firm is just that: a formalization of this more 
basic comportment that shapes how relations, 
activities and identities are understood and 
evaluated. Without.a grasp of these different 
forms of trust, we cannot understand the moral 
quandaries I will note later that accountants do 
in fact face.'* We would also be blind to the dif- 
ferent types of giving an account relative to the 
trusts they entail. Granting that, at this stage of 
the argument it is enough to note the curious 
relation of identity, temporality and trust within 
the discursive act of giving an account. 

But that is not all In response to questions 
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about what one és doing, thinking, hoping, plan- 
ning, and the like, giving an account also bears 
on the current situation as well as intended 
future relations and actions. We not only give 
reasons to render understandable past acts and 
traits of character, we also attempt to account 
for the present. This present is extremely 
elusive. It quickly fades into the past, and thus 
calls for a retrospective account, even as it 
anticipates the outcomes of purposes, relations, 
and actions initiated in the present. This 
ambiguity of the temporal structure of the pre- 
sent and its relation to moral identity has been 
long identified.” For my purposes, it situates 
giving an account in the context of the full scope 
of our temporality. 

It is important to note here that we need not, 
as Augustine in his Confessions and others did, 
see the unity of past and future as ecstases, or 
dimensions, of the present such that the present 
alone; in its fiduciary character, becomes deter- 
minative of our temporal being. We do not have 
to concentrate on the present act -of the self in 
personal life or the present accountant’s act in 
the economic realm as of sole importance 
simply because these acts link past and future. It 
is true that economic reports are short lived 
things, and that, as many have noted, American 
corporations are dangerously nearsighted. It is 
also the case that this concentration on the pre- 
sent has led to the abistorical character of 
accounting research. Yet is the fact that a present 
act synthesizes past and future into an under- 
standable whole warrant enough for giving 
moral priority to the present? 


"This is an important experiential and hermeneutical point. That is, the negative, like death or suffering, can, but need not, 
disclose the character of the agent better than ecstatic participation in collectives which may efface the identity of the 
individual One sees this in Sartre’s The Wall, for instance, or Augustine's treatment of suffering in The City of God. It is related 
to the Memento mori found in much Western moral and religious thought. It is one reason that death and philosophy (love 
of wisdom ) have a close relation, as Socrates put it. My point here is not to center on such disclosive experiences, including 
positive ones like natality, but rather to explore the affective comportments, like that of trust, they bring to light. 

121 should note here that I am not claiming that “trust” alone is sufficient for understanding the fall complexity of moral 
existence. It is not. There are other moods or comportments of equal importance which, when shaped into settled 
dispositions, are called “virtues”. I am exploring trust simply because it seems central to giving an account within the context 
of business. This account of affective comportments is also important for the relation between religious and moral 
experience. 

l3St Augustine, in his Confessions, explores the ambiguity of the ‘present regarding the past and future through the 
examination of the retention and distention of the soul, and, more recently, Paul Ricoeur (1984) has made it central for 
understanding narrative. : 
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Hans Jonas (1984) has recently argued that 
too often traditional Western thought has con- 
centrated its moral reflection on the present or 
near past and proximate future. This has left 
much Western ethics unable to address 
questions that arise within the temporal exten- 
sion of human power through technology, seen, 
for example, in multinational corporations. 
What I have argued is that giving an account 
renders all dimensions of temporality (past, pre- 
sent, future) morally significant while showing 
their mutual infusion within that activity." We 
quite naturally speak of giving reasons for what is 
presently done or intended. Yet we also grasp 
the relation between such giving an account and 
our past and future. This is crucial for the scope 
of responsibility I noted before and will return to 
later. It discloses that the fiduciary structure of 
accounting is found through the whole range of 
temporal identity. This is what transforms force 
into power regarding the moral meaning of time. 

In so far as what is presently accounted for 
fades into the past and yet affects the future, and 
that human life, whether individual `or com- 
munal, is undertaken with ends-in-view, we can 
also speak of prospective accounting. Such 
forward-looking accountability is riddled with 
difficulties. Utilitarian ethicists have long 
wrestled with the problem of developing a 
calculus to judge when intended consequences 
have been secured that meet criteria for 
maximizing the greatest good for the greatest 
number of sentient beings. The fragility of life 
counts against precision here. It also concerns 
the limits of accountability we will note below. 
Foregoing the need for such a calculus, theo- 
logians, like H. Richard Niebuhr (1963), have 
argued that accountability entails the ability to 
respond to dnticipated reactions to one’s 
actions. In part this is due to the Jewish and 
Christian sense of the future, a concern for the 
other, and the monotheistic conviction that God 
is active in all things and events. Put more sim- 
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ply, action is not blind; it is undertaken with a: 
purpose. This means that the fiduciary structure 
of temporal identity binds the present agent to 
future courses of actions, states of affairs, rela- 
tions, and its own identity in community with 
others. à 

Thus not only do we give an account of our 
ends-in-view, and why we think they are good 
and worth pursuing, but we can also hold agents 
accountable for the ability to respond to antici- 
pated responses. This prospective structure of 
accountability is not foreign to the business 
world, as seen, for- instance, in budgeting 
questions. Adaptability to changing market situa- 
tions demands ‘anticipatory planning and 
responsiveness. The corporation that fails to 
evidence such abilities is normally held account- 
able for its failures (e.g. bankruptcy). Not sur- 
prisingly, this often leads to defensiveness and 
reactionary planning born of fear (MacIntyre, 
1981, pp. 92ff; Niebuhr, 1963, pp. 127—145). 
Here we see the corporate analogue to anxiety 
and brokenness in existence I noted above. Sadly 
much current corporate planning is marked by 
just this kind of strategic defensiveness. The per- 
vasive mood of fear can create conditions in 
which fraud, insider trading and the like become 
perceived as viable options for survival. Yet even 
these failures show us that identity is anticipa- 
tory and social and involves the ability to re- 
spond to others’ responses. 

Giving an account is then an activity in which 
someone with a fiduciary relation to an actor 
provides reasons for actions, relations and pur- 
poses that instantiate a complex temporal struc- 
ture demarcating the identity of the actor as a 
moral agent in community with others. It would 
not be too much to say that giving an account is 
the linguistic act of rendering time morally sig- 
nificant through its mutually infused dimensions 
of past, present, and future. Even more pointed- 
ly, we can say that persons and communities live 
in relations to others and self, act as causal forces 


‘41 cannot explore here in detail the question of temporality. My point is that concentrating on the performative activity of 
giving an account means seeing the mutual infusion of past, present and future in such a way that giving priority to one of these 
is difficult to sustain. In doing so I am countering the priority of the future, found in Heidegger's concentration on the 
projective character of Dasein in Being and Time and recent eschatological theologies, as well as the preoccupation with 


our tradition in Gadamer and much narrative theology. 


244 


within a world of power, and have some under- 
standable being within the activity of giving an 
account. How we understand that activity, along 
with the narratives and rhetorics we employ in 
construing it, necessarily shapes life, helps to 
determine courses of action and signals the 
meaningfulness and value of existence. That is 
the profound moral significance of giving an 
account. 

This is why, incidentally, religious traditions 
customarily place human life, action and being 
within. a mythic or narrative framework that 
speaks of origins and ultimate ends as bearing on 
present acts of fidelity. It is also the reason for 
political philosophies developing myths of 
origins, like Rousseau did, or seeking to-trace the 
tradition-bound shape of political identity as 
crucial for structures of authority (see Arendt, 
1977; Schweiker, 1987). We seek the unity of 
life within the plurality of lived time through 
performative activities like that of giving an 
account. These activities help to constitute life. 

This temporally constituted identity co- 
inheres with a relation of trust. Here too I have 
drawn on-a religious insight found in much 
Jewish and Christian thought: the eternal being 
of God is known through the divine faithfulness 
and not as abstract timelessness. Temporal 
integrity, the fragile unity of an agent or com- 
munity in time, entails trust and fidelity. The 
unique power or giving an account, and its fun- 
damental importance to the moral life, lies in this 
ability to render forth, within a fiduciary relation, 
a unified identity amid a plurality of relations and 
changes. 

The activity of giving an account presents the 
temporal infusion of past, present, future 
through a fiduciary relation; it does not ground 
that trust or re-present it — it en-acts it. Ido not 
first “trust” and then decide to have a temporally 
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coherent life; such a life, enacted in part by giving 
an account, presents such a trust or its failure. 
Identity is not then simply an act of self-realiza- 
tion; it is donated and constituted through active 
engagement with others. This is why deception 
is self-destructive, an insight that contests the 
modernist vision of the human found in much 
accounting research. The point is that the tem- 
poral identity of a person or community is not a 
matter of hours or days-or a simple perception of 
temporal passage. It entails a trust. Temporal 
identity and consciousness are always and 
already moral in character.'* 

The character of giving an account has several 
important implications for understanding 
accounting as a moral practice. First, giving an 
account is an intrinsically social act. We give an 
account to ourselves, our past, present and 
future selves, enacting their fundamental unity 
through time. When the entailed fiduciary rela- 
tion is disrupted between actor and accountant, 
which in this case is the same being, we speak of 
self-deception, or, more radically, loss of self in 
estrangement. We also give an account regard- 
ing intentions, actions and outcomes to others 
who donate value to us (economically or other- 
wise ). Here the violation of trust entails fraud or 
deceit, as in the Savings and Loan crisis. The for- 
mal condition that we can give. an account is 
pragmatically crucial for the unity-in-diversity 
that is temporal identity; it demarcates member- 
ship in a linguistic and moral community. What 
we account for (actions, outcomes, intentions, 
relations) and our substantive notions of what is 
good are bound up with these relations to others 
and ourselves. As we will see, the social nature of 
giving an account also forms the backdrop for 
understanding the moral task of -accounting 
research and practice. It is the rootsfor develop- 
ing claims about distributive and social justice.'® 


‘while it is beyond the scope of this paper, I am contesting any phenomenology or hermeneutic of temporality that attempts 
to speak of “pure” temporality devoid of the moral dimension I have outlined. In so far as we are speaking of the temporalizing 
of the human being in time, there is an clement of interdependence instantiated in the very account of that event. This is one 


point, it seems to me, that calls for further inquiry. 


16By distributive justice is meant the distribution of communal goods, services, and responsibilities to the members ofa 
community relative to principles of fairness. Social justice is concerned with what those members owe the community. Aside 
from determining principles for fair distribution or service, a central question in both cases centers on entitlement. That is, 
what “entitles” individuals to goods, services and responsibilities? What right has the community tc its member's goods and 
services? It is beyond the scope of this paper to explore this problem and what it means for the various forms of justice. 
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The second significant thing about giving an 
account touches the complex and nebulous 
arena of motives and purposes in moral existence 
relative to goods sought. I can only note this 
here since a detailed consideration is well 
beyond the scope of this essay. Yet this much 
seems clear. In so far as the unity and identity of 
an agent is presented through the linguistic act 
‘of giving an account.that renders time morally 
meaningful, the motive for accountability is that 
of existence itself. There are prudential reasons 
for our explicit, even contractual, relations to 
others. Moralists have always recognized the 
motive power of self-interest, or fidelity to self. It 
is why. theologians have long been suspicious of 
acts of self-justification, of being one’s own 
moral accountant as it were. Driven by self- 
interest, such accounts can be deceptive and 
idolatrous since they too easily place the agent 
so identified and constituted at the center of all 
value relations. It is the possibility and fact of 
such fault and deception that lends a measure of 
plausibility to Friedman’s and Weaver’s argu- 
ments against corporate responsibility along 
with the assumptions about human agents they 
entail. It is also what lies behind the need for a 
critical social theory. 

However, we must see that because identity 
so engendered is deeply social, as I have 
suggested, the motive for being accountable is 
never simple, unadorned self-interest. It entails a 
constitutive relation to others beyond simple 
contractual relations. This too has long-been 
seen in the Western religious traditions. Love of 
self and of others are deeply intertwined such 
that the disordering of one necessarily distorts 
and destroys the other. I am not suggesting here 
that love is constitutive of corporative purposes. 
A more naive remark can hardly be imagined! 
What I am. suggesting is that motives for being 
accountable are never simple self-interest since 
the very act of giving an account constitutes 
identity as temporally complex and social. This 
means that whose goods are to be sought in any 
particular situation is always a complex question 
— pure hedonism or pure altruism are conceiv- 
able but hardly livable. The point is that giving an 


account raises the question of the motives for _ 
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actions and the goods sought. That it does so is 
only possible if the temporalizing of identity has 
an itreducible moral dimension beyond what- 
ever natural and psychological accounts of time 
we employ. 

Finally, the argument forwarded here says 
something about the limits of responsibility and 
also its scope. The limits seem clear enough. 
Actors can only be accountable for those 
actions, intentions and outcomes the construal 
of which entail and enact their identity. Moral 
agents are therefore normally only accountable 
for actions they intended and/or undertook 
either. directly or through the aid of others. This 
is why, one must assume, a corporation has a 
good deal at stake in the portrayal of an environ- 
mental disaster; they may well be seeking to pre- 
sent the situation so as to engender the identity 
and responsibility of others. 

However, the limits of accountability, which 
seem rather narrow as I have stated them, must 
be set within its scope. And in so far as giving an 
account is a rendering forth of the social and 
temporal structure of life through a fiduciary 
relation, that scope is indeed considerable. It 
potentially opens on to an unlimited horizon of 
community and time within which to under- 
stand identity. The ‘structure of giving an 
account raises thereby the question, accounta- 
ble to whom? 

The Jewish and Christian traditions radicalize 
this question since they claim that agents live, 
act, and have their_being before the ultimate. Life 
is enacted amid an infinite otherness. Giving an 
account in this context often takes the lingnistic 
form of confession, as it did for Augustine who 
confessed his failure of trust and professed the 
divine faithfulness. It is also why Jews and 
Christians have insisted that the fundamental 
needs of the other override perceived self- 
interest: self and other are, ultimately speaking, 
members of one created order. The demands of 
justice are universal. Such a moral posture on the 
part of religious thinkers makes claims about the 
inviolability of private property difficult to sus- 
tain.” There are reasons for a priority of the 
common good and social justice in these tradi- 
tions, whatever ambiguities inhere in specifying 
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the good and forms of justice: 

In terms of my argument, the interdependent 
and temporal shape of accountable identity 
means that the scope of responsibility extends in 
time and social reality. To demand the right of 
private good over the needs and goods of the 
wider community is’ self-contradictory. It 
destroys the agent as constituted through the 
social interdependence in time enacted in giving 
an account. Any theory of corporate behavior as 
atomistic and purely profit driven is thereby 
counterfactual, since in its very act of giving the 
account of that behavior the theory instantiates 
the social identity of corporate forces. In this 
respect social responsibility is unavoidable 
inasmuch as a corporation seeks to give an 
account of itself to others. It fails to do so at the 
cost of its own identity. The issue, then, is not if 
one is socially responsible, but how that respon- 
sibility is exercised or neglected by the corpora- 
tion. 

What have we seen? I have argued that to give 
an account is to enact the temporal and social 
shape of life and thereby present a moral iden- 
tity. Through the complex, discursive act of 
giving an account the identity of individuals or 
businesses is presented in ways that call for 
evaluation about the agent, its actions and out- 
comes, and relations to others. This is because in 
the act of giving an account there is a temporaliz- 
ing ofidentity through a fiduciary relation which 
constitutes that identity as moral in character. 
We need not assume anything about the being of 
the actor prior to giving an account in order to 
ascribe responsibility. I have shown, then, that 
there is nothing odd in speaking of corporate 
agency, especially if that entity gives an account 
of actions and outcomes through its temporal 
life. 

We have then answered the problem of how 
to speak of the “agency” of a corporation. My 
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argument has not adopted French’s corporatism. 
This is because only human persons can and 
must be their own moral accountants, render 
forth their own identity amid social complexity 
with the risk of fault and estrangement as well 
as the possibility of forgiveness this entails. 
Persons do so within linguistic and temporal 
performative activities that engender identity. 
Put differently, only persons can -sense the 
tension between their acting and suffering and 
their being accountants for their lives, a sense 
that gives rise to manifold forms of accounting — 
for themselves, like confession, thanksgiving, or 
evasive denial. Only persons can reflect upon 
this sense and their behavior while also engaging 
in discourse about that reflective identity. 
Because of this, our moral being is always: in 
balance. Perhaps the sense of this balance is what 
is meant by the “voice of conscience” as part 
of what it means to have a “soul”. 

Persons are capable of degrees of self- 
awareness, self-deception and fault not open to 
corporate agents even if the destructive 
capabilities of corporations far exceed that of 
individuals. Thus while corporate agents are, by 
giving an account, members of the moral com- 
munity with persons, they are not equal 
members. They do not enjoy the same rights and 
burdens as human beings. To demand equal 
respect here would be to violate crucial moral 
differences. It would fail to understand the 
analogy at work in exploring the activity of 
giving an account of personal and corporate 
identity. Persons give accounts of themselves, 
ones qualified by refiection and affective aware- 
ness; corporations must employ accountants 
and thus constitute a formal relation at the core 
of their identity. This leads us to the import of 
this argument for accountants and accounting 
researchers by returning us to the larger debates 
in moral philosophy noted before. 


17One thinks here of St Thomas's qualified endorsement of private property due to sin. While his argument was altered in later 
Papal encyclicals, there was always a concern for a just, livable wage, as in Leo XIT s Rerum Novarum. These arguments move 
between natural law claims and the specifically Christian beliefs about human sin. In Protestant thought there are also 
qualifications on property relative to the public good. In this century this has been continued by the Social Gospelers, like 
Walter Rauschenbusch in his A Theology for the Soctal Gospel, and socialist dimensions in the thought of Tillich, Barth, and 
others. Given the context of this conference, these lines of thought cannot be traced here. However, it should be clear that 
my own argument seriously qualifies claims about private goods before the demands of social justice and the common good. 
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ISSUES IN ACCOUNTING AND ETHICS 


We have seen partly through the help of 
religious traditions that giving an account has a 
moral quality in at least three ways. It is con- 
cerned, first, with the discursive ways that 
persons and communities render meaningful 
their identities through time. This entails a 
fiduciary relation between actor and accountant 
and thus a norm for accounting practice. This 
norm is justified once we see that it is a condi- 
tion of the formal structure of this discursive act. 
Second, we isolated the question of “to whom” 
one is accountable, to the agent and to others, 
and thus whose goods are sought. Here an 
account is justified dialogically regarding the 
intersubjective constitution of identity. Finally, 
we have also made progress in exploring a criti- 
cal posture for examining the values, beliefs and 
norms ofa community. Put succinctly, the moral 
quality of identity is presented through activity 
and language, in time, with others, amid teust.'® 
What does this tell us about accounting? 

In so far as the identity enacted through giving 
an account achieves some unity through time by 
means of a fiduciary relation between actor and 
accountant, then one norm of the profession is 
that of integrity and truthfulness founded on 
trust. This trust is admittedly more formal in the 
business context than the affective trust we have 
with others, the world, and ourselves as selves. 
And necessarily so. Otherwise we could not 
understand the difference between human and 
corporate agents or the felt tensions, the conflict 
of loyalties, that accountants have between their 
own moral integrity and the demands made on 
them by clients or their own firms. Still, this 
trust, in whatever form it takes, charges the 
accountant (whether this is a self to itself or a 
party charged to render another’s identity) with 
the task of presenting the identity of an agent 
through time. To do so requires specifying the 
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lines of fidelity between present, past, and future 
actions, intentions, relations and outcomes, or 
their disruption. And one must do so to others, 
even to one’s internal “otherness”, in the dimen- 
sions of time. 

Take a popular example. The so-called 
“whistle blower” is merely indicating a break- 
down of the lines of fidelity James, 1984). Often 
charged with unfaithfulness to the client or cor- 
poration, here the employee, or agent of some 
principal, faces a moral quandary. Which rela- 
tion of trust ought to override the other, the one 
to the corporation or that to the fiduciary obliga- 
tion as such (the demand to render a truthful 
identity of that corporation and her or himself)? 
Cases like this call for some critical principle of 
decision making as well as practical discernment 
and judgment in the specific situation. 1 will note 
one critical perspective in a moment. The point 
is that the fiduciary structure of giving an 
account helps us understand how moral quanda- 
ries arise for accountants. This is so even though 
financial accounting attempts to control the lan- 
guage in which such issues arise or are kept from 
arising. In any case, the fiduciary structure 
implies a norm of truthfulness and trust that 
bears on the corporate agent and the accountant 


‘as well. 


. The construal of giving an account forwarded 
above.also concerns what and whose goods an 
accountant serves. These cohere with the 
motives for accountability. We have seen that an 
accountable identity is a tenuous unity through 
time and with others. This suggests that the 
accountant serves both the goods of the “agent”: 
and those others to whom that agent is responsi- 
ble. Our argument does not negate the drive for 
survival found in individual and corporate 
agents. It does not entail the odd suggestion that 
businesses ought not to seek a profit or that 
market mechanisms can simply be translated 
into political ones. What it does do is to describe 


Habermas (1990, pp. 1-20) has noted that modern thought is characterized by two modes of justification, the 
transcendental concerned with the conditions of possibility for claims, and the dialectical which traces the progressive 
realization of thought. Postmodern discourse has given up the hope of transcendental arguments rooted in a theory of 
consciousness or dialectical ones about the progress of “spirit”. It has turned instead to intersubjective activity and complex 
forms of historical practice. In a-way quite different than Habermas’ own thinking about these issues, I have employed these 
different strategies of justification within the activity of giving an account regarding trust and the dialogic act. 
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that motive vis-a-vis the rendering forth of an 
accountable identity. It thereby suggests that 
self-interest, the profit motive, or fidelity to self- 
integrity is always met and tested by other neéds 
and goods. This meeting is clarified through the 
activity of the accountant who, in the portrayal 
of an agent’s identity, specifies that identity’s 
interdependence with others, those to whom 
one is then accountable. Our argument exposes, 
then, the ways in which accountants can evade 
this task while also making strong claims for the 
social responsibility and concern for the com- 
mon good by corporations. Such concern is not, 
as some argue, simply a matter for political con- 
sideration. It is entailed in economic life as well 
through the work of accountants who take on 
the burden of understanding their task as that of 
giving an account. 

As with conflicts of trusts so too there can be 
conflicts between what and whose goods are 
sought. The current economic climate, as ‘has 
often been noted, is a struggle for survival and 
this usually overrides other corporate concerns 
and roles (see McCraw, 1988; Weaver, 1988). 
The most pressing problem here is, no doubt, 
that of whose goods are sought since the goods 
pursued are dictated by economic life and find a 
minimum in mere existence. Not only are 
employees often asked to sacrifice their goods 
for the sake of a corporation, but businesses 
struggling for survival often in turn sacrifice 
claims of the common good for their private 
advancement (e.g. plant closing, waste disposal 
as in the Pennwalt case, etc. ). How are these con- 
flicts between private and public goods, if I can 
call them that, to be adjudicated? Clearly, this 
too is a matter that cannot be answered simply 
by appeal to principle. It requires practical dis- 
cernment and judgment in specific situations by 
individuals, management, accountants, advisors, 
politicians and ethicists. Nevertheless, in so far 
as actors seek to give an account for their deci- 
sions, actions and outcomes, arguments will be 
made about what and whose good overrides 
others. To what will one appeal in these situa- 
tions? This brings us to the last issue of concern 
for accounting. 

Thus far I have eet in response | to cur- 
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rent debates in ethics, that my interpretation of 
giving an account helps us understand the rela- 
don of discourse and identity around some norm 
(trust), and that it also addresses the nagging 
question of whose goods are to be sought by 
agents. Yet in each case we confronted quand- 
aries. How is an accountant, for’ instance, to 
decide about conflicts of trust, how is she or he 
to adjudicate between private and public good? 
Ought she or he to do so at all? Given the con- 
textual shape of moral reasoning, these are in 
large measure matters of discernment and 
judgment. They cannot be answered definitively 
before the fact. Yet here we meet again a prob- 
lem T noted at the outset’of this essay. How is it 
possible to acknowledge the contextual chara- 
cter of practical reasoning without making 
moral judgment uncritical of the institution it 
serves? Does financial accounting so control 
accounting discourse that no ethical perspective 
on its language is possible at all? Has our argu- 
ment made any headway in addressing these 
questions? I think it has. It coheres with the 
claims above about the limits and scope of 
responsibility. 

I have argued that the limits of responsibility 
must be placed within its scope since an 
accountable identity is constituted with others 
and open, potentially, to the whole horizon of 
time and community. This implies two things. 
First, it provides reason for considering the 
needs of others in the determination of courses 
of action since those others help to constitute an 
accountable identity. Yet is also implies, second, 
that in conflict situations there is a presumption 
on behalf of the priority of the common good 
and the needs of others from the perspective of 
the temporal horizon of specific identity. With- 


out that horizon moral’ existence is collapsed 


into the present and thereby lost. This is so 


. because, as we have seen, the present quickly 


fades to the past while anticipating the future. In 
other words, there are moral demands that trans- 
cend present survival because they concern the 
very condition of meaningful existence: time. To 
recur to an earlier point, this is something like 
the concern ofthe “moral point of view”, but one 
that arises out of a specific discursive practice, 
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that of giving an account. We have historically 
and socially situated perspectives on common 
welfare and never attain a universal point of 
view. But this is, for all its contextual character, 
still a perspective on that common good.” The 
‘common good serves them to critque and to 
guide intended courses of action. 

What this means for the accountant is that the 
private goods of a client cannot easily override 
the public good, as with Exxon, Pennwalt, or any 
number of other examples. Likewise, the good of 
business cannot be equated with the common 
good since, as we have seen, any identity requires 
otherness and thus a wider scope of good than 
itself. Thus giving an account renders economic 
forces servants of larger human and environ- 
mental purposes without negating the singular- 
ity of their identities or motives. This is how the 
accounting profession works for ourselves, how 
it helps marshal economic forces as powers for 
moral purposes. Yet is also means that the 
accountant, if and only if she or he undertakes 
the arduous task of rendering an agent, cannot 
be made servile to corporate intentions and 
values. This is so because the accountant, ulti- 
mately, is the agent of a fiduciary relation 
through the scope of time and community, a 
responsibility too often neglected by us all. 
Grasping this requires and even enables a shift in 
self-understanding, as all moral insight does. The 
accountant is bid to see herself or himself as both 
an infernal and an external critic: internal 
because he or she is bound through a fiduciary 
relation to the corporate actor and its discourse; 
external because the accountant’s perspective 
reaches beyond corporate intentions. Part of the 
accountant’s task, in portraying an indentity, 
ought to be to show how these relations and per- 
spectives coinhere in that discursive identity. 
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Yet in doing so, the accountant’s agency is also 
engendered in such a way that criteria, goods 
and membership in a moral community bear on 
guiding and assessing their own character and 
conduct. 

These are of course general guidelines, distil- 
lations from the activity of giving an account. 
The burden of decision making always exceeds 
in complexity whatever guidelines we develop. 
Nevertheless, regarding the current debates in 
ethics we have seen that the notion of giving an 
account forwarded above bears on accounting 
practice and research relative to norms for iden- 
tity, what and whose goods are sought, practical 
reasoning, and internal and external criticism. 


CONCLUSION 


In this essay I have attempted an interpreta- 
tion of the basic activity of accounting practice 
and research: giving an account. Doing so has 
enabled us to grasp the moral texture of that 
practice and thus to specify something of the 
ethical task of these professions. I have done so 
not from an observer’s perspective on human 
action, but from a performative one. The validity 
of my claims, therefore, rests on the degree to 
which they fit and explicate what they have 
sought to interpret. Put in the jargon of ethical 
theory, we have seen how duties and norms, or 
deontic claims, arise within an activity that 
instantiates identity as interdependent. This 
practice is also concerned with goods and con- 
sequences, or teleological criteria, relative to 
the scope and context of the moral life. In a 
word, giving an account is one way of speaking 
about the shape of moral reasoning and existence 
as concerned with fitting responses to relations 


1I am suggesting here that the common good, as the flourishing of (potentially) a (universal) community is a horizon on 
which a perspective about what is good is projected in such a way that this transforms that perspective. Kant would speak of 
this as the postulate of a kingdom of ends, while Christians might speak of it as the reign of God. This transformation, one that 
matches the move from force to power noted before, takes place, I contend, in activities like giving an account. It is why the 
demands of justice, for instance, are linked to the scope of a moral community (see MacIntyre, 1988). This is also part of the 
contribution of Jews, Christians, the Stoics, and later Enlightenment thinkers to our moral reflection. In different ways each 
radicalize the demand of justice to a universal community. I am making an analogous claim but from within the act of giving 
an account. That we give an account helps form what community of discourse is morally significant even as what 
communities say about the moral life are the context for that action of giving an account. I cannot enter here a discussion of 


the common good. 
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marked by power, obligation, goods, and the 
varied concerns and moods that motivate moral 
agents. It is part ofa cathecontic ethic, an ethic of 
responsibility (see Niebuhr, 1963; Schrag, 
1986). 

The accounting profession assumes its ethical 
task when it takes seriously the way.in which its 
practice contributes to our ability to speak about 
moral beings. After all, most moral crises are dis- 
ruptions in how persons and communities 
understand and value their lives. The manifold 
disputes surrounding current economic life 
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manifest the disruptions within our moral world. 
The attempt to account for ourselves and to 
understand the accounting- profession in the ser- 
vice of human and environmental needs is to 
acknowledge these problems and to attempt to” 
meet them. The difficulties we face are not only 
economic and political ones. They are also moral 
ones, and, I would argue, religious. as well”? 
They concern how we should live. Claiming 
economic life for ourselves, seeing accounting 
in the service of larger purposes, is to show that 
it too can and must help us answer that question. 
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ACCOUNTING IN OTHER WOR(L)DS: A FEMINISM WITHOUT RESERVE* 
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Abstract 


Feminist theory offers a rich array of discourses of value- in reflection upon the shape and character of 
accounting theory and accounting practices. This essay has the dual purpose of broadening the available field 
of feminist discourse for accounting and demonstrating the relevance of one particular feminist theorist (Luce 
Irigaray) to accounting. In particular, we appropriate Irigaray’s feminist deconstruction of Freudian and 
Lacanian notions of sexual difference in order to similarly deconstruct some dominant notions of accounting’s 
relation to value, to subjectivity, to intersubjectivity and to sexuality. What emerges is a disfiguration of 
accounting as an embodied practice and an appeal for quite speculative refigurations consistent with Irigaray’s 
notion of the feminine imaginary, a pre-discursive space of possible difference. Such accounting imaginaries 
_Taise new questions about accounting’s relation to value, to subjectivity, to intersubjectivity and to sexuality. 


- They should not put it, then, in the form “What is 

“woman?” but rather, repeating/interpreting the way in 

which, within discourse, the feminine finds itself defined 

as lack, deficiency, or as imitation and negative image of 

- the subject, they should signify that with respect to this 

. ` logic a disruptive excess is possible on the feminine side 
(Irigaray, 1985a, p. 78). 


“Sexual difference”, writes Luce Irigaray: (1987), 
“is one òf the most important questions of our 
age if not in fact the burning issue” (p. 118). 
The ubiquity of concern with sexual identity 
and difference in contemporary intellectual life 
makes David Moore’s (1991, p. 2) statistic quite 
remarkable: 3460 articles were published in the 
four leading-accOunting journals between 1971 


and 1990. Not one of them included the terms 
“feminist” or “feminism” in the title or the 


-abstract. This null set of feminist theory in 


accounting seems to confirm Miller and O’Leary’s 
(1987) more general claim that accounting has 
remained “remarkably insulated” from post- 
modern intellectual developments. This essay is 
one deinsulatory effort. It plays with insights 
that might be gleaned from letting one mode of 
feminist ‘theory problematize ‘accounting. It is 
not a systematic essay. It treats of questions 
rather than answers. i 

Sexual identity, like economic identity, is a 
product of historical systems of discourse and 
representation; that is, sexual identity is produced 


* For helpful comments, we wish to thank participants at the conference, Accounting and the Humanities: The Appeal of 
Other Voices, participants in the Workshop on Political Argumentation, University of Iowa, participants in accounting 
workshops at Strathclyde University, The University of Essex, and The University of Sheffield, five anonymous reviewers, 
Steve Fuller, Jere Francis, John Nelson, Kathleen Frazier, Cheryl Herr, Theresa Hammond, Cheryi Lehman, Jim 
Throgmorton, Bob Boynton, Don McCloskey, Anthony Hopwood, William Schweiker, Gibson Burrell, Christine Cooper, 
Tony Puxty, Peter Pope and David Forrester. We-also thank the National Endowment for the Humanities for financial 
-support of our participation in the Workshop on Political Argamenanon, Project on Rhetoric of Inquiry, University of 


lowa. 
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culturally and linguistically. In this sense, even 
the body itself is not pre- or acultural (see Grosz, 
1989, p. xv). Instead,.it is a socially inscribed 
“sexed” body, a body often constructed and 
made meaningful as either phallic (the mascu- 
line) or castrated (the feminine). Viewed in this 
light, sexual identity is not essential or biologis- 
tic. Instead it is an artifact of morphology, 
produced through discursive effects. 

Because such discursive effects are not 
neutral, they embed a sexual politics. Within 
Western culture that politics privileges a phallic, 
male identity — an identity parasitic upon and 
dominant over female identity. To the extent that 
accounting is one of the dominant discursive 
practices within Western culture, then it too is 
both situated within and helps enact this domain 
of sexual politics. A major task of this essay is to 
speculate upon possibilities for comprehending 
a feminist accounting through discernment of 
the sexual politics embedded within account- 
ing’s extant shape, rationality and practice. 

It may seem odd to conflate domains as 
apparently diverse as sexual identity and 
accounting, though there is at least one study 
which does so (Burrell, 1987). But accountting 
is a socially constructed practice that does not 
exist in isolation from other social practices. Its 
history is fluid, contingent and inextricably 
bound up with a range of complex moral, 
economic, social and discursive phenomena 
both inside and outside of accounting. Much 
recent research has probed the genealogical 
character of accounting, targeting, among others, 
relations between accounting and the history of 
language (Hoskin & Macve, 1986), the history 
of law (Miller & Power, 1991); the history of 
progressivism (Miller & O'Leary, 1987); and 
the sociology of war (Loft, 1986). Such inquiry 
heips- dispel notions of- accounting as an 
isolated, technical, determined and morally 
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innocuous instrument of economic ends by 
pointing out the complexities and interactions 
between accounting and other discourses and 
practices. Given the ubiquity of both sexuality 
and accounting to Western experience, the 
oddity of their conflation is then more apparent 
than real. 

To paraphrase Grosz (1989, p. 112), our 
central claim is that there is an isomorphism 


between accounting and sexual identity; an iso- 


morphism derived from the privilege granted to 
the phallic male body in the social construction 
of both accounting and sexual identity. We 
have two purposes: to exercise critical force 
against this isomorphism and imaginative force 
in speculating upon alternative possibilities for 
both’ accounting and sexual identity. In this 
sense, we ‘continue Burrell’s concern with 
inquiry into the relation between accounting 
and sexuality, though we take a perspective and 
arrive at a range of conclusions ‘quite different 
from Burrell. While Burrell seemingly claims 
that accounting and sexuality are diametrically 
opposed, our claim is that they are (in their — 
conventional senses) quite the same: both 
accounting and sexuality are constructed around 
phallocentric conceptions of economics, value 
and ethics.’ The difference between our inter- 
pretation and Burrell’s seems to originate from 
our desire to problematize the notion of sexua- 
lity, a problematization that Burrell seemingly 
evades. What we share with Burrell is the desire 
to exploit the relation between accounting and 
sexuality as a way to disrupt orthodox notions of 
the shape, rationality and value of accounting. 


_ QUESTIONING LIBERAL HUMANISM 


Since ,this essay is broadly situated within 
feminist theory, we ought to begin with the 


1 Grosz (1989) provides an adequate explanation of the term phalfocentric: “The term refers to the ways in which 
patriarchal systems of representation always submit women ta models and images defined by and for men. It is the 
submission of women to representations in which they are reduced to a relation of dependence on men ... [Women are 
seen as variations or versions of masculinity — either through negation, identity or unification into a greater whole. When 
this occurs, two sexual symmetries (each representing the point of view of one sex regarding itself and the other) are 
reduced to one (the male), which takes it upon itself to adequarely represent the other” (p. xx). 
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question of what might feminist critique do 
with (to) accounting? Or perhaps what might 
accounting do with (to) feminist critique? The 
choice between these questions seems critical. 
Is accounting to be the object toward which 
feminist theory turns, in which case accounting 
becomes the focus of a critique that comes at 
it from outside of itself; or, alternatively, is 
accounting to maintain its already interiorized 
shape, rationality and presuppositions, in which 
case feminist theory is something to be assimi- 
lated info extant structures of accounting? Do 
we want, in short, accounting to be accountable 
to feminist theory or do we want it the other 
way around? 

This choice has already been indicated in 
the accounting literature. Hopwood (1987) 
suggests two axes, and Cheryl Lehman (1988) 
suggests three. Akin to what Lehman describes 
as liberal humanist feminist theory, Hopwood 
suggests one direction: 


Perhaps most obviousty, the sexual composition of the 
occupations associated with accounting, and changes 
within them, could provide one axis from which to 
interrogate accounting as it is. For it is widely known 
that untikrecently the professional echelons of account- 
ing were a male preserve (Wescott & Seiler, 1986) 
(Kopwood, 1987, p. 67). 


Here, women are presumed to seek admission 
to, assimilation into, the institutions of account- 
ing. The subject (accounting) is not disrupted 
by women but apparently desired by them. This 
sort of liberal humanism is important from a 
particular moral perspective which presupposes 
that no one should be excluded from participat- 
ing in social institutions because of the (relative) 
shape of one’s sex organs. The evidence against 
accounting here suggests abhorrence (see 
Lehman, 1988; Becker & Lehman, 1988; Gould, 
1983), and it is not by accident that the women’s 
movement chose an accounting firm (rather than 
some other) as the target for a precedent-setting 
US. Supreme Court decision (Hopkins v. Price 
Waterbouse, 618 F. Supp, 1120). 

But for two reasons, this essay is not con- 
cerned to advance a liberal humanist perspec- 
tive. First, liberal humanist feminism becomes 


suspect since, teleologically, it stops at mere 
assimilation. Taking assimilation as its telos, 
liberal humanism leaves the shape, rationality 
and functions of accounting and its institutions 
intact. While liberal humanism may retain the 
hope that women who enter accounting may 
transform its practice, that “hope” is neither 
theorized nor articulated. The critical challenge 
to liberal humanism then becomes: “Why 
would one desire. assimilation into the selfsame 
institutions that sustain the exclusionary prac- 
tices that make assimilation an issue in the first 
place?” Feminism easily becomes libertinism 
here — sharing in institutionally grounded rights 
to exclusionary power and oppression, becom- 
ing like the oppressors. Without a disruptive 
vision with respect to the institution, assimi- 
lated “women” participate in that oppression, 
thereby dooming those who come after to 
repeat the process of victimization. In our view, 
this assimilatory liberalism is not “women’s” 
business, nor should feminist theory be used as 
a means to privatized ends of libertines (having 
a penis is not a prerequisite to be a libertine). 
Feminist theory ought to do more than focus on 
accounting’s membership roster. 

Second, liberal humanist feminism presupposes 
an essentialist view of sexual identity. That 
is, it proceeds as if terms like “woman” and 
“man” are themselves a priori and anatomically 
grounded representations. of the identity of 
particular human beings. But sexual identity 
and sexual difference are, like any other 
category of meaning, historical and cultural 
products; they are not anatomical givens. If 
feminist issues are indeed issues at all, the 
significant questions have to do with how 
sexual identity emerges and how the forces at 
work to produce such identities can be made 
the subject of critique, a critique which focuses 
upon the moral and political consequences of 
that production. Moi (1987, p. 4) explains: 


The problem of sexual difference is central to any kind 
of feminist politics or theory, since the very reason why 
women as a social group are oppressed is that they differ 
from men. The question is what that difference consists 
in, how far it extends, and how it is constructed in 
relation to power. 
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Put in other terms, sexual identity cannot- be 
neutralized through, for example, abstract claims 
that women and men are somehow equal since 
such claims ignore the fact that, culturally, they 
are not equal — the history of Western discourse 
and practice has systematically negated identity 
as woman in a way that has constructed sexual 
difference politically. Derrida (1987, p. 194) 
explains, warning against the tendency to 
neutralize (neuter) feminist theory: 


What we would call the neuterization of sexual marks, 
has as you know, the effect of giving power to man. 
When you say, “well you are in a neuter field, no 
difference,” we all know that in this case the subject will 
be man. So this is a classical ruse of man to neutralize the 
sexual mark. In philosophy, we have such signs all the 
time; when we say that the ego, the “I think,” is neither 
maan nor woman, we can in fact verify that it’s already a 
man, and not a woman. It’s always the case. So, to the 
extent which universality implies neutralization, you 
can be sure that it’s only a hidden way of confirming 
man in his power. That’s why we have to be very 
cautious about neutrality and neutealvation, and unì- 
_ versality as neutralization. < 


` SURPASSING LIBERAL HUMANISM 


Hopwood (1987, p. 67) suggests a second 
approach to feminist theory and accounting, an 
alternative to liberal humanism. From this 
perspective, feminist theory becomes — “a 
tradition of.scholarship which seeks to explore 
the functioning of influential social practices 
and bodies of knowledge”. Although Hopwood 
correctly states that accounting has yet to be 
subjected to this kind of critique; he provides 
examples from other areas — medicine (Oakley, 
1980, 1984), biology (Birke, 1986; Harding, 
1986), psychoanalysis (Felman, 1985; Gallop, 
1982; Irigaray, 1985a, 1985b; Kofman, 1985), 
aesthetics and the female body (Jardine, 1985; 
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Rubin-Suleiman, 1986; Turner, 1984), science 
(Gornick, 1983; Harding, 1986; Keller, 1985), 
organization theory (Balsamo, 1985; Ferguson, 
1984; Kanter, 1977), management (Goffee & 
Scase, 1985; Stead, 1985) and the modern 
university (Derrida, 1987). He argues (p. 67) 
that studies like these “might be able .to make 
some contribution to the illumination of issues 
such as the processes of objectification implicit 
in the accounting art, the conceptions of order 
and regulation that infuse accounting rhetoric 
and the partiality of the particular modes of 
decision rationality towards which accounting 
is seen as being orientated”. 

Such a perspective on feminist theory and its 
relation to accounting is consistent with the 
task of this essay inasmuch as we view account- 
ing as a body of knowledge, a discursive field 
within which sexist pathologies might be 
revealed. The first section of the essay focuses 
upon the relation between language, woman 
and philosophy, suggesting that the historical 
construction of sexual identity has deep mor- 
phological roots in the history of Western 
thought.” Here, we show how the negation of 
woman is ubiquitous to the history of Western 
intellectual discourse, a history that can .be 
understood as phallocentric (see footnote 1). 
In this sense, feminist theory both inside and 
outside of accounting faces an incredibly diffi- 
cult task — overcoming millenia of phallocen- 
trism which has produced a sexist pathology 
within the very terms that we routinely use and 
take for granted, including the terms that we 
use in accounting. What words mean is deter- 
mined ‘by the history of their use, and that 
history is suspect from a feminist perspective. 
We.draw a few, but only a-few, analogies to this 
pathology in the context of feminist specula- 
tions on accounting... 

Following that, the major focus of this essay is 


2 Luce Irigaray, who greatly influences this essay, devotes a great deal of her work to close readings of the texts of 
philosophy from Plato to Hegel. But those readings are so very specific that they are of little use to feminist theory in 
accounting until their- point of departure —- the relation of woman to the history of philosophical discourse —- is 
introduced to accounting. In this sense, what we have to say has more to do with why French feminist theory is interested 
in philosophy and less to do with what those theorists (including Irigaray) do with philosophy. We refer the reader to the 
collection of essays in Mol (1987), particularly the introduction to that collection and the essay by Michele Le Doenff 
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on an analogical reading of Luce Irigaray’s texts, 
texts which focus upon the relation between 
sexual identity, economics and accounting. 
Irigaray conflates the psychoanalytic discourses 
of sexuality and the discourses of capitalism, 
trying to show how they are both governed by a 
phallocratic rationality that is exclusionary and 
violent. She then deconstructs that discourse 
showing how the richness and plenitude of 
sexuality, and of economic value reside on the 
negated side, the negative poles, which the 
orthodox discourses have silenced by marking 
them as “woman”. We point out how accounting 
— and its relation to economics and sexuality — 
can be similarly deconstructed. In this way, we 
seek to disrupt some of the most taken-for- 
granted beliefs about accounting’s shape, ration- 
ality and value: The final section of the essay 
stands our construal of the ‘relation between 
accounting and sexuality alongside Burrell’s. We 
suggest that, far from sexuality being diametric to 
accounting as Burrell claims, sexuality is: exactly 
like accounting when construed in the way that 
Burrell’ suggests. Through it all, our primary 
purpose is to open feminist scholarship in 
accounting. to the complexities and nuances of 
something more than liberal humanism. 


ACCOUNTING, PHILOSOPHY AND WOMAN: A 
POSTSTRUCTURAL RENDERING OF SEXUAL. 
IDENTITY 


Then said Eryximachus, as you are all agreed that 
drinking is to be voluntary, and that there is to be no 
‘ compulsion, I move, in the next place, that the flute girl, 
who has just made her appearance, be told to go away 
and play to herself, or, if she likes, to the women who 


are within. Today let us have conversation instead- 


(Plato, Sympostum, 176e 


Irigaray calls philosophy the’ “discourse on 
discourse” —- it is, for her, the language (the 
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code) which articulates all the honorific cate- 
gories of all the disciplines. It is to philosophy 
that one looks for the origins and the arguments 
to sustain terms like rationality, logic, order, 
theory, science, ete. Accounting uses these 
terms often, primarily because. it is from 
philosophy that the intellectual justification for 
the social contracts that give rise to institutions 
and public life emerge; and, accounting is a 
discourse that serves those social contracts. 
Thus there are two reasons why a feminist 
theory of accounting ought to deal with 
philosophy — accounting takes the meaning of 
its terms from philosophy and it takes its telos 
from the social contracts that emerge out of 
philosophy. If, as Julia Kristeva (1981) says, 
woman is all that has been excluded from the 
symbolic order (language) and the social order 
(social contracts), then philosophy is central to 
feminist theory as well as to accounting. The 
French feminists in general, and Irigaray in 
particular have devoted a great deal of attention 
to the construal of woman in philosophy. 

The Genesis myth is exemplary of woman’s 
status within philosophy. It is also a fairly 
efficient way to narrate accounting. Adam is the 
imitatio Det, made in the image of God, the 
corporeal mirror-image of all that is positive, 
good and legitimate. Eve, born from the gift ofa 
rib, is always and. already once removed from 
God, from the positive, good and legitimate, 
displaced and dispossessed even at the-level of 
her corporeality. Her originality is Evil; original 
sin. She is woman as the untamed, natural and 
even evil opposition to man, God and culture 
(the Covenant).‘ She is the seductive temptress 
that stands outside of the Law; that is, that 
stands on the side of nature rather than culture. 
Because of her “sin,” Adam, God and culture are 


-granted sovereignty over Eve, Satan and Nature. 


The Law (the Covenant, the written word, 
the logos) exercises dominion over her.’ 


A 


3 Cari Devine’s massive writings are devoted to.accounting’s debt to philosophy. 
í For an interesting piece of feminist work here, see Alice Jardine’s Gynesis. 
> For a construction of the feo culate opposition on, which Genesis and aa depend, see Jacques Derrida 


(1978). Va: a 


r 
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She has no voice in the matter. This myth is 
repeated throughout the history of philosophy. 
Its thematics are the granting to men of priority 
over women; the negation of nature; and the 
privilege of the word (of culture, of the 
abstract, of form, of order and of Law). 

Accounting is the covenant, the law, of 
economic participation. It disciplines and con- 
trols the unruly (Eve). It grants the law priority 
over nature. It is hierarchical; it enforces a 
social order where superordinates and princi- 
pals (Adams? Gods?) are granted priority over 
subordinates and agents (Eves? Woman?). On 
what grounds? Holy ones, managerial onés? 

In pre-Platonic philosophy, the Pythagorean 
table of opposites repeats the phallocentric 
myth: ten contrasts, where the first term is 
superior to the second, are offered — limit/ 
unlimited, odd/even, one/many, right/left, male/ 
female, rest/motion, straight/curved, light/dark, 
good/bad, ‘square/oblong. Pythagoras suggests 
that the first term in each exemplifies the 
“superiority” of determinate form, while the 
second is negated as “formless”. The Greek 
understanding of sexual reproduction con- 
firmed this priority of the male as form. The 
father provided “the formative principle, the 
real causal force of generation” and the mother 
provided “only the matter which ‘received 
form or determination” (Lloyd, 1984, p. 3, 
emphasis added). There was then a “scientific” 
link between sexual priority and the priority 
of the “masculine imaginary” over discourse 
(philosophy).® 
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Plato’s Sympostum (where the only woman 
present was “the little flute girl”, a point-as we 
will see that is of relevance to accounting) 
repeated the story of Adam and Pythagoras — the 
honorifics of the logos were the same: rationality, 
order, clarity, logic, form, unity, culture and 
closure over and against chaos, ambiguity, 
nature, openness, dispossession, preservation, 
content, the unknown and. the concealed, 
negated attributes that philosophy has always 
found usefully described with the saa of 
“woman”.” - 

The same negation of woman and nature 
influences Hebraic- philowpny: Philo, in the first 
century, writes: 


The male is more complete, more: dominant than the 
female, closer akin to causal activity, for the female is 
incomplete and in subjection and belongs to the 
category of the passive rather than the active. So too 
with the two ingredients which constitute our life- 
principle, the rational and “the irrational; the rational 
which belongs to mind and reason is of the masculine 
gender, the irrational, the province of sense, is of the 
feminine. Mind belongs to a genus wholly superior to 
sense as man is to woman (quoted in Lloyd, 1984, p. 27). 


Prior to the seventeenth. century, the hier- 
archy of male and female was somewhat 
taxonomic. But through the philosophical dis- 
course of those like Bacon, Locke and Hobbes 
nature becomes something to be conquered, 
transformed and commodified for “human” 
purposes. Nature is to be tamed by man, made 
to be transformed through her subjection to the 
philosophies and “social contracts” of the 


€ Aristotle explains this sado-science clearly: “Here is an indication that the female does not discharge semen of the same 
kind as the male, and that-the' offspring is not formed from a mixture of two semens, as some allege. Very often the female 
conceives although she has derived no pleasure from the act of coitus; and, on the contrary side, when the female derives as 
much pleasure as the male, and they both keep the same pace, the female does not bear — unless there is a proper amount 
of menstrual fluid (as it is called) present” (cited in Irigaray, 1985, p. 160). In an essay titled “How to Conceive (of) a Girl”, 
Irigaray draws out the implications of reproductive science for the negation of women (1985b, pp. 160-167). For Freud, 
the privilege of the “active” sperm over the “passive” ovum seeined sufficient grounds to extrapolate something about 
“social” roles — men as active, women as passive — humans in the imitation of their microbiology (see Irigaray, 1985b, pp. 
18-20). The thematic of that argument has been sustained until very recently. We now know that the ovum “selects” a 
sperm. - 

7 Irigaray deconstructs Plato’s allegory of the Cave in thé firial third of Speculum of tbe Otber Woman. She shows how the 
cave allegory speaks in the psychosexual terms of the masculine imaginary, the move out of the “darkness” of the cave 
(womb) and into the “light” of reason and philosophy, SO eee eraser arene ge ces ae 
ideology. 
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Enlightenment.® It should not be surprising, 
then, to find the Eve myth repeated: in The 
Masculine Birth of Time (a title not unnoticed), 
Francis Bacon sets the Enlightenment agenda 
and indicates her gender — “I am come in very 
truth, leading you to Nature with all her 
children to bind her to your service and to 
make her your slave” (quoted in Lloyd, 1984, 
p. 12). 

There are countless other examples like 
these. We want to point out two reasons why 
the negation of. woman in. the histoty of 
philosophy might be important to feminist 
theory in accounting. The first set of reasons is 
institutional; it has to do with parallels between 
philosophy’s exclusion of women and account- 
ing’s. This is of interest to liberal humanist 
work. The second set of reasons is discursive. 
This is of more interest to the kind of feminist 
theory that we seek for accounting. 

Like philosophy, accounting is a highly 
specialized language of expertise — elitist and 
monopolized by men. There are, as we have 
seen, few “little flute girls” present to the 
“conversation” of accounting, and this has 
consequences that make a liberal humanist 
drive toward assimilation naive. As. Rosemary 

Crompton (1987) points out, accounting is 
` double. coded. From the outside, there is a 
highly visible domain of policies, rules and . 
expectations for accountants (policy manuals, 
written documents, training programmes, etc.). 
These are the “official lines”. But from the 
inside, there is a second code, an invisible code 
that ‘drives promotion and advancement. In 
Crompton’s terms, this is “organizational know- 
ledge”, and it has much to do with the 
exclusion of women that is (as we have seen 
from existing research) a hallmark of account- 
ing. In her terms: , 
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Practices through which men exclude women are so 
deeply ingrained as to hardly give rise to comment, 
being regarded almost as “natural” (Kanter, 1977). They 
are institutionalized in the all-male Club, the single- 
sex prestige schools and University colleges [Plato's 
Symposium? ], the old-boy network. They operate on the 
golf course, in the bar, and in the directors’ dining room 
where the only woman visible is usually the waltress 
[flute gicl?]. It simply has to be acknowledged that these 
practices represent, in a relatively unambiguous fashion, 
the systematic exclusion of women from the acquisition 
of organizational’ knowledge. Even though the rate at 
which women are acquiring “classroom” knowledge is 
increasing rapidly, therefore, we should not expect this 
to be directly reflected in an equivalent increase in the 
fate at which women gain higher-level organizational 
positions. 

Thése practices are tacit, we can observe the result 
but it is exceptionally difficult to observe or record the 
process (Crompton, 1987, p. 108). 


. Crompton is correct, and one can look to the 
“history of philosophy” — look back across 
two-and-a-half millenia to see just how “deeply 
ingrained” exclusionary practices are as they 
relate to the acquisition of knowledge — 
philosophical, organizational or otherwise. But 
the question that Crompton does not address is 
this: “Should the task be to seek organizational 
knowledge or to try and (re)imagine an 
alternative? Should one, like Irigaray, seek to 
(re)write philosophical texts (and accounting 
institutions) or merely seek access to them? Is 
the goal to participate in exclusionary practices 
or to subvert them? And what sort of difference 
does it make if women have access to clubs, 
schools and director’s dining rooms? Men know 
the rules so well they don’t have to rehearse 
them; they have been taught them since they 
were small boys. And, if they need to rehearse 
them, they certainly will find other places to 
speak those rules if women’s presence becomes 
a threat. Feminist issues are for the benefit of 


8 Locke viewed property as originating with human labor. Nature had no economic value except through human labor. This 
sort of negation of nature is as common to Marx as it is to others (see Bandrillard’s The Mirror of Production for a post- 
Marxist critique). The modern social sciences, with their technical rationalities, are the purest form of a commitment to 
“conquer” nature yet produced. This reaches its most insidious form in the “environmental” liberalism that speaks of 
“managing resources”, meaning, once again, that nature’s value is construed only as a means to her “mastery” 
(management). In every case, nature is subordinated to the superiority of Enlightenment-based construals of culture. 
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women (of both sexes); they are not for 
libertines who simply want access to the reins 
of exclusionary power and violence. 

‘Our second point about the relation of 
accounting to philosophy is more complex. It 
has to do with recognizing that the discourse of 
accounting is part and parcel to the discourse of 
philosophy; and, as we have seen, the meanings 
of the terms of that discourse embed a sexual 
politics. Consider first how nature, like woman, 
is something that is subjected to the Law of 
accounting; accounting assigns no value to 
nature until it-is tamed, harnessed, commodi- 
fied and (through the income calculus) literally 
negated: Nature has no value in economics 
(John Locke) or accounting until accounting 
“makes her its slave.” That is a condition of 
accounting and its rationality that is so deeply 
ingrained in our language and our practice that 
it seems to hardly demand reflection. But one 
would have to be dead today not to see how 
Nature is trying to speak for herself, for her own 
value, and for “man’s” violence against her. 
There are no sanitizing euphemisms here — 
Nature has become the shitpile of an appro- 
priative rationality (exemplary in accounting’s 
income calculus) called global capitalisnt. We 
are not trying to lay the blame for that violence 
solely on accounting, but we are claiming that 
accounting is a discourse that contributes to 
that violence, and we are claiming that there is 
no reason why the discourse of accounting has 
to commodify and negate nature. If that seems 
preposterous, we would argue that it is no more 
preposterous than clinging to a seventeenth- 
century theory of value which holds that nature 
qua nature is valueless. until submitted to the 
commodifying and appropriative mastery of the 
hu[man]. We would argue that it is no more 
preposterous than a radical subjectivism that 
derives value only from a cogitating ego and its 
desires to appropriate utility from nature. 
Feminist theory (French or otherwise) contains 
a massive literature that aligns the negation 
of nature with the negation of woman and 


(re)imagines possibilities for value other than _ 
theme . 


appropriative ones. We return to this 
later. : 
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The priority of form over matter in philosophy 
is relevant to accounting’s fetish for abstraction 
and reification. Woman has always been associ- 
ated with “coarse materiality” and formlessness 
and man with the abstract and ideational 
priority of form. That form displaces. materiality 
from itself. -Many accounting examples are 
available — accounting’s fixation on number 
(see Morgan, 1988; Cherns, 1978), its fixation 
on order, control and disipline (see Miller & 
O'Leary, 1987; Roberts, 1988), its preference 
for an abstract and binary calculus, one that 
reduces the complex materiality of economic 
experience to a quantifiable duality, and its 
abstract.representation of human performance 
in the abstract technicist jargon of norms, 
standards and deviance. Accounting imposes 
form: over matter at every turn, granting 
positivity to abstract objectifications and divert- 
ing materiality to the negative space left in the 
wake of such abstractions. 

We offer several examples, without: argu- 
ment, from the extant literature. Accounting 
codes individuals just as: prisons do — by 
number. As Cherns (1978, p. 105) notes, this 
has negating and alienating consequences for 
the “women” about whom accounting reports: 


The number given to a prisoner or a military conscript is 
a means of identification. The individuality it confers 
_ May be cherished but the meaning of “a number” can be 
profoundly alienating, the symbolic meaning of a 
number is indeed used deliberately as a means of 
separating its owner from his cultural baggage; it is no 
accident that it simultancously. renders him accessible 
to accounting procedures — a thing to be reckoned 
rather than a person to be reckoned with. Marking of 
. this kind, extending to physical mutilation of captives, 
prisoners or slaves is a practice extending far back into 
-antiquity; tidy numbering is ‘merely a function of 
bureaucratic sophistication. i i 


One is not a self, but a 1, or a 6, or perhaps a 


‘10. 


This priority of form in accounting also reifies 
material, sensual relations between humans and 
between humans and their labor. Through 


‘accounting, relations between humans lose 


their materiality, indeed their sensuality, as they 
are transvalued into abstract and hierarchical 
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relations that take on meaning only instrument- 
ally, only in the context of the production of 
profits as inscribed through the calculus of 
accounting (see Roberts, 1988). All relations 
become instrumental, even relations to the self: 
accounting “tends to reproduce in those subject 
to it a similarly ‘instrumental orientation not 
only to one’s own and other’s actions, but more 
completely to one’s self and other selves” 
(Roberts, 1988, p. 5). And the product of labor, 
to rehearse an old but profound Marxist 
argument, is. displaced from labor,. to be 
replaced with thé most abstract of forms, the 
money wage. © s 

To conclude this section; we focus on how 
the relation of feminist theory to philosophy 
might be something of a guide to critical 
accounting theory. First, if one construes gender 
as the discursive construction of woman’s place 
within the social order, then that place is the 
space Of negativity that philosophy has carved 
out for woman, a place she shares with nature 
and all of its philosophical cousins — formless- 
ness, irrationality, hysteria, ambiguity, open- 
ness, etc. Any critical theory works from and 
through negativity: its point of departure is 
anything that has been negated, defined as 
lacking, and repressed in the history of discourse. 
The focus of critical theories of accounting is 
typically upon labor, alienation, etc., all of 
which are thematics that theorists like Irigaray 
would read as intimately related to philosophical 
history. Critical accounting theories can benefit 
from attention to the way she and others reveal 
the discursive and philosophical construction 
of negativity. Second, liberal humanists should 
not make the mistake of assuming that “gender 
bias” or “women’s exclusion” is just a matter 
of access to accounting, The forces at work 
to produce exclusion are deeply embedded 
in language, ‘social philosophy and: ordinary 
experience. Our analogy ‘between philosophy 
and organizational knowledge seems to illustrate 
that embeddedness. Third, accounting might be 
a useful discourse for radical feminists outside 
of accounting to target — it is exemplary of the 
honorifics that philosophy has sustained by 
negating their opposites (woman). Accounting, 
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more so than most discourses, values abstraction, 
law, order, discipline and form quite highly. 


SEXUALITY AND ECONOMICS: THE CODE OF 
APPROPRIATION 


Maleness combines subject, activity, and possession 
of the penis; femaleness takes over object and passivity 
(Sigmund Freud, cited in Irigaray, 1985a, p. 36). 


Ladies and Gentlemen ... Throughout history people 
have knocked their heads against the riddle of the 
nature of femininity — ....Nor will you have escaped 
worrying over this problem ~—— those of you who 
are men; to those of you who are women this will not 
apply — you are yourselves the problem (Sigmund 
Freud, cited in Irigaray, 1985b, p. 13). 


Irigaray reads sexuality and economics — as the 
West has written them — as self-same; that is, as 
both phallocratic. Both begin with some notion 
of desire — the libido for Freud. But, for 
Irigaray, Freud reduces all desire to a singularity 
— penile/phallic desire. The penis becomes the 
subject of sexual desire, and all else, including 
woman, is objectified as either representing (at 
best) or serving (at worst) that penile/phallic 
desire (see Irigaray, 1985b, pp. 13-129). This 
construal of desire. has its correlate in the 
singularity of capital — all else (nature and labor) 
are represented as capital and subordinated 
to. capital They are to be appropriated as 
capital. What Irigaray challenges is the way in 
which the phallocratic character of both dis- 
courses, sexuality and economics, excludes 
from view the possibility that a multiplicity: of 
desires and values — for example, sexual desire 
as something other than penile/phallic desire 
and economics as something other. than the 
appropriation of capital -—— might -be buried 
under the weight of the phallocratic monopoly 
on the history of sexual and economic dis- 
course. She disrupts both sexuality and econ- 
omics in an attempt to open a “possible space” 
for difference, for the “feminine imaginary” to 
speak. We introduce her work as a critical 
wedge into the analogies between sexuality, 
economics and accounting. 
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Accounting: the code of the capital/penis 
Inasmuch as accounting is discourse, an 
enactment of a particular language of economic 
activity, it codifies and orchestrates economic 
participation in accordance with a telos (an 
end) that governs the place of participants in 
the economy. Accounting is then a teleological 
hierarchy that puts everything in its place, a 
system of signs and relations between them, 
signs that form a code, a Law, whereby con- 
crete, material subjects are objectified within a 
particular teleological regime. Those “concrete, 
material” subjects (nature and humans), once 
inside of the sign-system of accounting, become 
abstractions placed in the service of the end 
that accounting serves. We can claim literally, 
with attention to nothing but the grammar (the 
mechanics) of accounting, that nature and labor 
are placed under a sign of negation that 
transforms their economic value into a form 
suitable to their appropriation as capital, the 
telos of accounting. Whatever economic value 
might be spoken for their natural form is placed 
under ‘erasure as accounting transmutes them 
into factors of production, into commodities 
whose value is no longer their own but the 
value of their appropriation as capital. We 
would remind the reader that these-are purely 
descriptive claims: “Does accounting or does it 
not objectify nature and labor; does it or does it 
not place a sign of negation (— ) in front of their 
objectified forms; does it or does it not identify 
value with the appropriation ‘of capital -(the 
bottom line)?” “Does accounting or does it not 
assign economic value only to forms that lend 
themselves to exchange in the market for 
appropriation; that is, the market for capital?” 
And what might the relation between account- 
ing — this language of appropriation and 
commodification —~ and sexual difference be? 
How might .accounting discourse and sexual 
discourse. share in the same phallocentric 
monopoly? What might the resemblance of 
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woman as a sexual commodity be to nature and 
labor in their commodity forms? 

Accounting objectifies. To objectify some- 
thing in the name of teleology (some end) is to 
presume that its value, its desirability, is 
enhanced when it takes a form other than its 
own. For example, in accounting, nature is 
subjected to a teleological transformation such 
that the economic “good” of nature is pre- 
sumed enhanced through its. conversion to. a 
commodity form that can be appropriated as 
capital through exchange. By construing value 
in a certain way, and by objectifying nature/ 
labor to conform to that construal, nature/labor 
both becomes something “other” than itself and 
loses all possible values: other than its value 
to phallic/capital. Otherwise, if nature/labor 
(woman) was- presumed to be more valuable in 
some other form, accounting would have to 
view itself as a decrement to value, as a 
diseconomy, as an economic regression. 

In this sense, objectification (and language 
always objectifies) displaces the thing from 
itself No longer the subject (of its own value, 
its own desires), the thing becomes an object of 
the telos presumed to govern it from outside of 
itself The “coarse materiality” of the thing is 
either lacking value or ‘can take on more value if 
objectified (commodified). The capacity of 
accounting (or any other language)’ to objectify 
things (nature and labor) — to place their 
natural value under erasure — is foundations 
to Marxism: 


... the value of commodities is the very opposite of the 
coarse materiality of their substance, not an atom of 
matter enters into its composition, Turn and examine a 
single commodity, by itself, as we will. Yet in so far as it 
remains an object of value, it seems impossible to grasp 
nes 1906, p. 55). 


The value of the thing-in-itself, as Marx under- 
stood, is liquidated through a singular telos of 
its value in exchange, exchange for capital.!° 


9 All language objectifies in the sense that the “things” about which one speaks are never the same as the words, symbols, 


signs, numbers, ete., used to represent them. The point is not then — 


“Thou shalt not objectify” — rather, the point is to 


know what one is doing when one objectifies, to know how far to take it, to know the ethical import of the relation between 
one’s discourse and the “thing” about which one speaks (writes). 
10 But as Baudrillard and others point out, Marxism similarly objectifies by placing the human under the sign’of labor, the 


“mirror of production” (1975). 
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In accounting, commodities manifest them- 
selves then under the sign of the singular desire 
for capital; things are presumed lacking in value 
until abstracted into exchangeable, commodity 
forms. All things, all possible values, become 
capital equivalents. For Irigaray, the capacity of 
capital to impose its singular telos on ofkumene 
has its equivalent in Freudian sexuality. 

Like accounting’s bracketing of value, Freudian 
sexuality brackets desire in singularity. The 
subject of sexual desire is, for both little girls 
and little boys, the penis. The little boy (per 
Freud) has no problem — he looks and sees the 
subject of sexual pleasure. But the little girl, as 
Freud has it, is “searching for a possible penis 
equivalent that can give her ‘pleasurable sensa- 
tions” and “[SJhe finds this in the clitoris, a 
penis even smaller than the small penis of the 
small boy” (Irigaray, 1985b, p. 29).1! Citing 
Freud, Irigaray rightfully claims that Freud 
makes the little girl a very little boy, using 
her “still smaller” clitoris with the “same 
intent” though in a “less fortunate” way — 
“disadvantaged” and “primitively masculine” 
she becomes “envious”, and that “envy” haunts 
her throughout her life (as we will see). Like 
and unlike him, she can at least mimic his 
pleasure, accept her lack, submit herself to this 
scopic economy of sameness, this “economy of 
(re)presenting herself” as a stunted and non- 
differentiated “sameness” — her telos is the 
same as his only lacking. In this code of 
sexuality, we find a repetition of the code of 
accounting — the objectification of difference 
(of a plurality of economic values), into an 
economy of the same — a singular telos of value 
as capital. Woman, like nature and labor, is 
constructed as both lacking and as desiring a 
form that at least resembles capital and man. 

This is, for Irigaray, the “Law” of phallic 
economy: 


Thus Freud “discovers” the ... hierarchy of values of the 
game, of all the games: the desire for the same, for the 
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self-identical, the self (as) same ... the desire for the 
auto ... the homo ... the male, dominates the representa- 
tional economy. “Sexual difference” is a derivation of 
the problematics of sameness, it is, now and forever, 
determined within the project, the projection, the 
sphere of representation, of the same. The “differentia- 
tion” into two sexes derives from the a priori assump- 
tion of the same, since the little man that the little girl is, 
must become a man minus certain attributes whose 
paradigm is morphological — attributes capable of 
determining, of assuring, the reproduction-specularization 
of the same. A man minus the possibility of (re}presenting 
oneself as a man = a normal woman (Irigaray, 1985b, 
pp. 26-27). 


We can, through Irigaray, perhaps see the 
discourse of accounting, and its subjection of 
things to an economic singularity (capital), in 
terms of its sexual equivalent — the Freudian 
reduction of sexual difference to the singularity 
of the penis and its desire. Just as, for Marx, 
capitalism (re)presents the coarse materiality 
of labor and its value in a commodity form alien 
to its materiality and its different value, Freud 
(re)presents the sexual difference of woman — 
the body of woman (given Freud’s scopic 
metaphors) — as a specula(riza)tion, a mirror 
image, of the body of man. The code of 
sexuality and the code of economics (account- 
ing) are discursive economies of sameness. Just 
as Freud structures a hierarchy of sexuality out 
of the opposition man/woman, as hierarchized 
through the priority of the penis, just as Freud 
negates one term in favor of the other, 
accounting constructs a hierarchy of nature, 
la. or and capital such that the telos of one both 
dominates the others and refigures them in its 
own image. Difference mirrored as singularity. 

Accounting is a player in the socialization 
processes that are accomplished, per Freud, 
through the castration complex — the psychic 
path to human interactions like economic 
interactions. whereby one becomes account- 
able. To be in the economy is to subject one’s 
self to the grammar of accounting, to submit 
one’s self to what has been called the “calculating 


11 Irigaray is critiquing Freud’s text, the Three Essays on Sexuality, particulariy the section called “The.Transformations of 


Puberty” (see Irigaray, 1985b, p. 29, footnote 6). 
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gaze” of the “judges of normalcy”. It is to be 
assigned a role as inscribed within the numbers, 
norms and vatiances of accounting, to be 
marked as efficient or inefficient, as accept- 
able or deviant within the governmentality 
imposed and policed in and through accounting 
(see Miller & O'Leary, 1987) which always, 
without exception, takes as its telos the efficient 
exchange of the self for capital. 

The exteriorization of the self, the accept- 
ance of a place within the socio-economic 
order, a place like the one that accounting 
assigns, is explained per Freud through the 
threat that the castration complex imposes. 
Transition into the social order (the move to 
language, to objective self-identity, to social 
participation) begins when the little boy starts 
to enact the objective cathexes associated with 
_ mimicry of the father’s social, intellectual and 
cultural posture. To oversimplify, the boy 
learns to accept the law of the father/phallus, to 
work vigorously at acculturation, to seek his 
rightful place in the life-world, all under penalty 
of having #¢ cut off if he fails. He sees, in his little 
sister, the horror of nothing to see; and, per 
Freud, he understands that even for her, it was 
once there and can, in a very real sense, be lost. 

Through this threat, the libidinal energy 
formerly directed toward the penis is trans- 
ferred to the social-economic sphere, re-routed 
so that it (he?) can still be productive, so that it 
enters the abstract and negates the mere matter 
of his body ‘in favor of the symbolic exchanges 
with an exteriorized object-world. It is not an 
easy transition; the law of the father/phallus 
is an absolute power and a threat without 
recourse. But the successful son overcomes and 
learns to enact the power, agency and force 
necessary to secure his property/penis against the 
threat of loss (see Irigaray, 1985b, p. 51) 
Accounting’s role in this transition, like the 
mirror that és the father/phallus, has already been 
articulated (see Hoskin & Macve, 1986; Burrell, 
1987; Miller & O'Leary, 1987; Roberts, 1988). 
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' This transition to the symbolic order, accom- 
plished through the castration complex, is the 
pivot on which social and economic participa- 
tion depends. The son, like the father, transfers 
penile desire to phallic desire — moves from 
his penis and to the outward world. But, as 
Irigaray ‘asks, where does this leave the httle 
girl? 

And where does this leave thé little girl? 
Misira (1985a, p. 39) writes: 


i From this point on, one can imagine what the castration 
compléx must be for the giri. She thought she had, in 
ber clitoris, a significant phallic organ. And, like her 
brother, she got voluptuous sensations from it through 
masturbation. But the sight of the penis ~~ and this is 
the inverse of what happens to the little boy discovering 
his sister’s genitals — shows the little girl to what 
extent her clitoris is unworthy of comparison to the 
boy's sex organ. She understands, finally, the prejudice 
~~ the anatomical prejudice — that is her fate, and 
forces herself to accept castration, not as the threat 
of loss, the fear of a not yet accomplished act, but as a 
Jait accompli: an amputation already performed. 
Sbe recognizes, or ought to recognize, that compared 
to the boy she has no sex, or at least that what she 
thought was a valuable sex organ is only a truncated 
pents. 


For Freud, her social roles, her role as a 
“normal woman”, follow from the “penis envy” 
that results from her submission to her already 
castrated body. The woman, the “passive” and 
the “object”, is driven by her “penis envy” into 
several commodity forms. She, as Irigaray has it, 
offers her nothing as perhaps a wife: a surrogate 
for the now-tabooed hand of the boy (an 
envelope for the penis), maintaining, in Engels’ 
terms, her status as “sexual proletariat” insur- 
ing “coital homeostasis” and “constancy”. Or 
perhaps as a mother, the receptacle (recall 
“reproductive science”) for the “active” agent 
of (re producing the penis‘phallus in the form 
of the son. Or, she offers her nothing as the 
virgin, the commodity form par excellence — 
no body, no use, pure exchange value:'” 


12 Irigaray devotes a great deal of This Sex Which Is Not One to articulating how the three roles of woman — virgin, wife/ 
mother, and prostitute — are economic categorics, We could have, space permitting, traced her argument to accounting. It 
is a relevant argument to accounting, one that we leave for future research. 
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Deprived, as Freud has it, of a sexual body 
and positive social identity of her own, at best a 
mime of phallic desire; deprived of a voice, of 
no active force in the social order, woman is the 
excluded “Other” of both sexuality and social- 
economic participation. As Freud has it, her 
inescapable penis envy and its ‘twin envy of 
man’s language and social structures account 
for her in an “index of an ‘inferiority’ that 
women share, in practical terms, with the other 
oppressed groups of Western culture” (Irigaray, 
1985a, p. 52). To be a “normal” woman, she 
resigns herself to be a passive: object of male 
desire, a nonparticipant without:a voice or a 
place in the positive agency which enacts the 
word (the logos) and the social order. And she 
does so under the disciplinary force of the 


father/husband/accountant/police — those who. 


insure that she conforms to-the roles assigned 

to her. 

And what might one say about this economy? 
Drawing out the implications, Irigaray comes 

to see Freudian sexuality and capitalism as 

grounded in a.libidinal energy that is both 

phallic and appropriative. In her terms: 


[Ijs libido not another name for the abstraction of 
“energy” in a productive power? For the work of nature? 
Another name for the desire to accumulate goods? 
Another name for the subordination of the specific 
qualities of bodies to a — neutral? — power that aims 
above all to transform them in order to possess them? 
Does pleasure, for masculine sexuality, consist in 
anything other than the appropriation of nature, in the 
desire to make it (reproduce, and in exchanges of its/ 
these products with other members of society? An 
essentially economic pleasure (Irigaray, 1985a, p. 184). 


And, given that the libidinal energy that 
sustains the social order is the same energy that 
sustains a sexual economy of singularity (the 
penis as the subject of pleasure), Irigaray’s 
conclusion about Freud is as follows: 
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... the possibility of our social life, of our culture, 
depends upon a hom(m)o-sexual'? monopoly? The law 
that orders our society is the exclusive valorization of 
men’s needs/desires, of exchanges among men. What 
the anthropologist calls the passage from nature to 
culture thus amounts to the institution of the reign of 
hom(m)o-sexuality. Not in an immediate practice, but 
in its “social” mediation (1985a, p. 171). 


Which means that it is simple to see why 
accounting has a one-dimensional teleology of 
value willing to reduce all other than the 
appropriative phallic desire for more to the 
status of commodities exchangeable into capital. 
The desire for capital is the transference of an 
energy — into and through the language of 
accounting — that counts everything as an 
object in a rational accounting governed by the 
socialized sexual capital of the penis: 


Whence the mystery that woman represents in a culture 


claiming to count everything, to number everything by 
units, to inventory everything as individualities. ... She 
resists all adequate definition. Further, she has no 
“proper” name. And her sexual organ, which is not one 
organ is counted as none, The negative, the underside, 
the reverse of the only visible and morphologically 
designatable organ (even if the passage from erection to 
detumescence does pose a problem); the penis (1985a, 
p. 26). i 


From here it is easy to see why the history of 
philosophy and the contemporary accounting 
firm are masculine preserves, to see why 
women, if they are to be successful, must think 
like men, dress like men, carry out the codes of 
organizational knowledge and work to appro- 
priate some phallic power of their own. Thus 
whether one has the anatomy of a woman or 
not (that is totally insignificant), the conduct of 
“men’s” business is always the conduct of 
objectifying all else-in the interest of appro- 
priative desire: it is the task of the libertine; it is 
the fulfillment of Michael Jensen’s (1983) 
“useful” tautology of “survival of the fittest” in 


13 Trigaray’s use of “*hom(m)o-sexual” does not, in our view, treat homosexual desire pejoratively. She uses the term to 
point cut the symbolic and social monopoly of the masculine imaginary. For a critique of her use of the term, sec Owens 


(1987). 
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accounting; it is the province of those who 
“speak and act like phallocrats: they seduce, 
suck, screw, strike, even slaughter those weaker 
than themselves, like the strong men they are” 
(1985a, p. 199). A calculus of value which 
assigns no value to. nature and labor except as 
they are commodified in the interest of their 
appropriation assists the phallocrat greatly. 

Woman (and the virgin is the best example) 
thus has no value except as a commodity 
exchanged in the games, the bidding and sport, 
between men (of any anatomy) bent on 
appropriating her. As use value, the mother/ 
wife stands ready to serve as a receptacle for 
phallic desire and a matrix out of which the 
proper[ty] name of the father secures immor- 
tality (the son). Envious of the penis, she can at 
least “borrow” it or make one herself. Envious 
of capital, nature and labor can at least mutate 
themselves. into a [commodity] form that Peps 
produce it. 


Penis envy and agency o the little girl is 
just a little boy; or, labor ts just a little 
capitalist 

The hom(m)o-sexual economy is the province 
of bomo economicus, a one-dimeñsional man 
possessed of a singular motive to appropriate, of 
one economic organ. And, contemporary econ- 
omic theory views everyone as similarly one- 
dimensional: society is reducible to a linear 
aggregation of humans with the same desire, 
the desire to appropriate whatever they can 
for themselves. Accounting is one of those 
“structures of civility” that constrain this libi- 
dinal energy in order to facilitate its pursuit 
(see Jensen, 1983; Jensen, & Meckling, 1976; 
Watts & Zimmerman, 1986, Noreen, 1988). 
Rehearsing an argument from Thomas Hobbes 
(a 300-year-old argument that Jensen calls a 
“revolution”), accounting, like government, 
insures that humans will not kill each other in 
the process of enacting their greed, that they 
will “contract” voluntarily and civilly according 
to the laws/covenants of accounting. Since 
everyone is motivated by the same singular 
desire to appropriate, since everyone wants to 
be a capitalist, since their interests in each 
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other persists only so long as each is a means to 
the other’s, appropriative ends, then it follows 
that an accounting calculus which takes as its 
telos the routing of nature, of work, and of 
human relations to an appropriable bottom line 
is a contribution to civil society. 

Since humans have, per the agency theorist, 
the same singular desire (appropriative self- 
interest), it follows that those who have less, 
those who lack, will be envious of those who 
have more. If labor (more generally the agent, 
any colonialized person) lacks capital, then she 
can at least desire to be like the capitalist — 
play the roles assigned to her by the capitalist 
all the, while imagining how wonderful it must 
be to have what he has. All in exchange for an 
abstract wage that might, if it grows, become 
capital (Freud also held that the little girl 


` believed that eventually hers would grow too). 


And all of this takes place under the cover(s) 
of a bizarre paternalism — she loves her 
secondary status, she voluntarily contracts for 
it. There is no coercion, no power, no, in 
Irigaray’s terms, “drawing of blood”. Each 
individual pursuing his unidimensional desire 
to appropriate is the Panglossian “best of all 
possible worlds” (see Tinker, 1988). Though 
woman and labor may lack, their envy makes 
them share in the self-same desire to appro- 
priate, albeit in stunted ways. 

But what if humans are different? What if 
economics is more than appropriation? What if 
labor (or Nature) could speak for herself? What 
if the value of her life and her labor was more 
than a stunted desire to be like the principal? 
What if there is not one sex but two (or more)? 
What if there is not one possible accounting for 
economic value but. an infinity of them? What if, 
through a disruptive excess, the feminine 


imaginary could speak? 


AND WHAT IF COMMODITIES COULD SPEAK 
FOR THEMSELVES? 


Is there a history of silence? (Jacques Derrida). 


Yes, man’s eye --- understdod as a substitute for the 
penis — will be able to prospect woman’s sexual parts, 
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seek there new sources of profit, Which are equally 
theoretical. By doing so he further fetishizes his desire 
(Irigaray, 1985b, p. 145). 


Our use of Irigaray’s reading of sexuality and 
economics is, to this point, only the first stage of 
a classic deconstructive critique. She points out 
how 2 binary opposition (man/woman) which, 
at first glance, seems peaceful and innocuous, 
conceals a monopoly of one term (man) 
produced through a negation of the other — 
woman construed as the diminished form of 
masculine desire. But she quickly moves to a 
second stage. She reverses the hierarchy to 
reveal how the suppressed term (woman) 
contains more, not less, than the privileged 
term. In this case, a polymorphic sexuality and a 
polymorphic economics. We present her argu- 
ment and what it entails for accounting before 
turning to a critique of Burrell’s construal of the 
relation between sexuality and accounting. 

Irigaray stands Freud on his head; she does 
not let him get to first base. She does so by 
challenging the scopic economy of the presence 
of the penis. which Freud views as the arche of 
sexuality and, through the castration complex, 
the arche of the social order. Freud, having 
construed woman as lacking the penis; and, 
having derived her social roles from that lack 
and the envy it creates, is challenged to come to 
terms with the obvious: the little girl, unlike the 
little boy, has many more sites of sexual 
pleasure and therefore many more ways of 
enacting desires. How can it be, as Freud claims, 
that these sites remain undiscovered while she 
prefers the least obvious, one of the more 
hidden ‘(clitoris) as the arche of erotogenic 
pleasure for woman. She asks Freud why, given 
the multitude of sites of woman’s pleasure, he 
is, as he claims, entitled to view the clitoris 
as “the leading erotogenic zone?” (Irigaray, 
1985b, p. 29). Irigaray writes: 


a why, if stages there be, is there no question, for 
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example, of a vulvar stage, vaginal stage, a uterine stage, 
in the discussion of female sexuality ... 


and 


The pleasure gained from touching, caressing, parting 
the lips and vulva simply does not exist for Freud. He is 
‘unaware of it or prefers not to know about it. At this 
stage or any other. Just as he will never refer to the 
pleasure associated with the sensitivity of the posterior 
wall of the vagina, the breasts, or the neck of the womb. 
All organs, no doubt, that lack masculine parameters. 


and 


These [Freud’s] are assertions whose trenchant and 


peremptory tone might well suggest negation and 
exorcism Why does Freud, against all rhyme and 
reason, want little girl's masturbation to involve only the 
clitoris? Why, in the phallic phase, is the clitoris alone 


recognized as erotogenic for a girl? Why, when 
discussing the little girl, give the name “phallic” to this 
moment when her discovery of erotogenic sensitivity is, 
or is supposed to be, so incomplete and-impoverished? 
Why amputate certain parts of the female genitals, and 
not necessarily those with the least erotic potential? 
Why retain only those that have, or are supposed to 
have, their guarantor, their raison d’etre, in the male 
sex/organ? Or, again, retain those that correspond to the 
representation man may have of sexual desire?" 


Irigaray, by using Freud’s own criteria (ob- 
servability, the physical presence of sites of 
value), completes a deconstructive critique of 
Freud. She shows how sexual pleasure (the 
telos of Freud’s own discourse) is, far. from 
being diminished in woman, more available to 
woman than to man. The logic, the rationality, 
that Freud adopts is imploded — the tables are 
turned such that the suppressed term of the 
original opposition surfaces with a vengeance 
to demonstrate its surplus, its overabundance, 
of the desire Freud pursues. It is now the little 
boy’s pleasure, not the little girl’s, that is 
epiphenomenal, or at least reduced, diminished 
and lacking. Like all of the phallocentric 
tradition, Freud gins up the arguments, proofs, 
and narratives of his logic, his order, his 


4 Citations here are from Irigaray, 1985, pp. 30-31. She is questioning Freud’s discussion of the little girl’s sexuality in the 
Three Essays.on Sexuality, particularly the section called “The Transformations of Puberty.” . 
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rationality only by systematically suppressing 
the possibility of voices other than his own — 
voices of the “feminine imaginary.” 

And, at this point, radicality enters with a 
subtle but powerful force. Since woman’s place 
(sexual, social) was assumed to derive from her 
envy; and, since her sexuality is now made 
more complete than man’s, then Freud’s articu- 
lation of woman’s place can only be a contra- 
phobic and denegatory male hysteria that is 
both sexual and'economic: 


As for woman, one may wonder why she submits so 
readily to this make-believe, why she “mimics” so 
perfectly as to forget she is acting out man’s contra- 
phobic projects, projections, and productions of her 
desire. Specifically, why does she accept that her desire 
only amounts to “penis-envy”? What fault, deficiency, 
theft, rape, rejection, repression, censorship, of repre- 
sentations of her sexuality bring about such a subjection 
to man’s desire-discoursetaw about her sex? Such an 
atrophy of her libido? Which will never be admissible, 
envisionable, except insofar as it props up male desire. 
For the “penis-envy” alleged against woman is — let us 

repeat — a remedy for man’s fear of losing one. If she 
erivies it, then be must have it. If she envies what be has, 
then it must be valuable. The only thing valuable 
enough to be envied? The very standard of all value. 
Woman's fetishization of the male organ must indeed be 
an indispensable support of its ae on the sexual 
market (19854, P- a 


Freud’s system collapses under the weight of 
its originary positivistic metaphysic which 
grounded sexual desire in the presence of the 
penis, Woman, given Irigaray’s deconstruction, 
far from’ one who lacks, now becomes the site 
òf an-infinite and inexhaustible sexual difference 
that ‘has no desire to appropriate the other, no 
desire for more. She forms an imaginary 
(because unwritten) economy of abundance 
rather than scarcity. The fact that the language, 
the discourse of sexuality, has been blind to 
that abundance, that plenitude, has its analogue 
in the plénitude of economic values available to 
economics and accounting once the pretense of 
its scopic economy of singularity is revealed as 
a fraud. In dialogue with her own body, Irigaray 
poetically expresses the sexual, discursive, and 
economic conditions of this as-yet-unspoken 
presence of difference: 
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And don't worry about the “right” word. There isn’t any. 
No truth between our lips. There is room enough for 


everything to exist. Everything is worth exchanging, 
nothing is privatized, nothing is refused. Exchange? 
Everything is exchanged, yet there are no transactions. 
Between us, there are no proprietors, no purchasers, 
no determinable objects, no prices. Our bodies are 
nourished by our mutual pleasure. Our abundance is 
inexhaustible: it knows neither want nor plenty. Since 
we give each other (our) all, with nothing held back, 
nothing hoarded, our exchanges are without terms, 
without end. How can I say it? The language we know is 
` so limited (1985a, pp. 213—214). 


And the language of accounting is so limited. 
What if those commodities that accounting 
negates could speak for themselves? What if 
nature could stand outside the code of its 
commodification and speak for itself? What if 
labor could subvert the calculating gaze and the 
reifying metaphysics of-.accounting’s appro- 
priative calculus? What if, Eve-like, these com- 
modities challenged the law of accounting — 
refused to-go to market? What if they engaged 
in “commerce among themselves” in all of their 
abundance and difference — “Of course, com- 
modities should not go to market alone. For 
such actions turn out to be totally subversive to 
the economy of exchange among subjects” 
(Irigaray, 1985a, p. 157). What if they would no 
longer be “factors” that (reproduce something 
other than themselves and instead proclaim 
what they already have — their surplus of 
values prior to the appropriations and account- 


ings worked upon them: 


" Exchanges without identifiable terms, without accounts, 
- without end ... Use and exchange would be indis- 
» ,tinguishable. The greatest value would be at the same 
time the least kept in reserve. Nature’s resources would 
be expended without depletion, exchanged without 
labor, freely given, exempt from masculifie transactions: 
enjoyment without a fee, well-being without pain, 
pleasure without possession. As for all the strategies and 
savings, the appropriations tantamount to theft and rape, 
the laborious accumulation of capital, how ironic all that 
would be (1985a, p. 197). 


And what if other humans are not unidimen- 
sional (40m(m)o-economicus) and envious of 
capital? What if the economist’s desire to speak 
for them and their désire is a transference of the 
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economist’s own lack onto others in the same 
contraphobic way that Freud attributes envy to 
woman? What sort of despair, anguish and envy, 
what pathetic disregard for one’s selfhood, 
leads to a self-image that silences the richness, 
density and difference of the human in favor of 
a one-dimensional view of the self as solely 
committed to appropriating what one lacks? 
What does being count for as it is, in all of its 
abundance? What poverty of desire is at work 
here? What is missing from the capitalist? 

And what sort of envy is at work to compel 
one to define the motives and desires of the 
radically other (woman) as self-same? And why, 
in speaking for the other, add insult to injury by 
suggesting that her participation in this phallo- 
cratic poverty is voluntary, uncoerced, and 
motivated by the desire to ‘be like you? If by 
free, voluntary and uncoerced, you mean that 
she has the opportunity to be assimilated into 
your market and appropriate as you do, to 
participate in the libertine war of “survival of 
the fittest” (and what constitutes fitness?), to 
dream the same (American) dream as you, then 
leave her to her unfreedom to enjoy her 
abundance, to refuse her subjection to an 
accounting calculus that can only commodify 
her in the name of appropriation. Maybe she, if 
she could speak for herself, doesn’t want to be 
like you. Maybe she has a more multitudinous 
range of value and worth than one bottom line 
(organ). Leave her in her (sexual? economic?) 
proletarianism, her complex poverty of abun- 
dance. Leavé her to her ‘silent (no, song-like) 
Jouissance; the pleasure that is already in her, 
quiet as it may be, it is more than enough. She is 
not accountable in your ways and words. 


“WHICH SEXUALITY? WHOSE 
ACCOUNTING?” 


We want to close with a critical reading of 
Burrell’s claim that accounting and sexuality 
are fundamentally opposed, trying to make that 
claim problematic in light of what we have had 
to say about sexuality. Sexuality is,.we can now 
say, the pleasure of difference, of its permanent 
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possibility, of its unfettered imagination. At one 
level, we agree with Burrell; at another, we do 
not. The difficulty with an easy opposition 
between accounting and sexuality is the same 
as the difficulty with any simple and binary 
opposition — the margins between the terms 
are too tightly drawn; and, for that reason, both 
terms are circumscribed too narrowly, occlud- 
ing both the multiplicity of differences and the 
multiplicity of similarities between them. This 
binary style is doubly interesting given that 
Burrell is critical of the particularism of other 
feminist work in accounting (his essay is a 
critique of Tinker & Neimark, 1987). Indeed, as 
Irigaray has shown, sexuality (as the term is 
commonly understood, and as it is understood 
by Burrell), can be read as exemplary of 
accounting —— Freud produces a highly account- 
able sexuality. Burrell, in our view, does 
likewise. 

Burrell appeals for inquiry into the ideo- 
logical and structural mechanisms at work in 
accounting’s repression of sexuality, a repression 
he documents empirically. In this sense, he 
correctly views accounting as `a metonymic 
example of the history of phallocentrism and 
its exclusionary and negating effects. Using 
examples that range from Pacioli’s theological 
negation of sexuality, to technical’ accounting 
controls over sexuality not only in the factory 
but also at home, Burrell constructs an opposi- 
tion between accounting and sexuality: 


Desire is essentially resistant to rationality. It requires 
free time, free space, and control of one’s body. It often 
implies privacy and does not welcome the calculating 
gaze of the judges af normality. In short, one can make 
out a case that it is everything (at least potentially) that 
accountancy is not In the absence of any basis for 
commonality, accounting appears to have suppressed 
sexuality wherever it is found. If this is forgotten or 
ignored one cannot fully understand the relationship 
between men and women in organizations (1987, pp. 
99-100). 


On one level, this argument works well. As 
we have tried to show, the history of Western 
thought is a history of suppression and negation 
of all that stands outside of the rationality, 
order, form; abstraction and law that it imposes. 
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Accounting is exemplary of that history. How- 
ever, the coherence of the argument depends 
upon resisting the attempt to bracket desire, 
say, or sexuality — to resist bracketing all that is 
different and “pre-discursive” (Irigaray’s term) 
within a restricted economy of singularity, of 
closure, of the self-same. As we have seen from 
Irigaray’s deconstruction of Freud; terms like 
“desire” and “sexuality” can carry the history of 
phallocentrism just as easily as terms like 
accounting; and, in our view, Burrell urges 
“desire” and “sexuality” into the same order, 
closure and phallocentrism that he attributes to 
accounting: 


What is defined as “sexuality”, the range of emotion and 
activity it is deemed to cover and what is socially 
acceptable or seen as perverted may all vary in time and 
space (Foucault, 1979) but if one identifies sexuality 
with sexual intercourse, then the maintenance of an 
“essentialist” perspective which assumes a bomo- 
geneity of sexuality is just about possible (Burrell, 
1987, p. 91, emphasis added). 


We agree. If one assumes an essentialist 
definition of sexuality, then the result is indeed 
sexual homogeneity. What counts as sexuality 
and desire, what is excluded from sexuality and 
desire, in short, all difference is accountable to 
the sociologist’s desire for closure, for a clear, 
precise, observable and operational term that 
accommodates itself to one’s theory. One is left 
with a phallocratic rationality that differs hardly 
at all from accounting. By assuming singularity 
in what is meant by the sexual act (and perhaps 
desire and sexuality as well), Burrell silences 
difference. Difference requires an opening of 
space, not a closure. Why would one want an 
essentialist perspective on sexuality? In our 
view, Burrell falls prey to the same phallo- 
centric rationality that he sought to critique — 
a rationality of discursive’ closure, a rationality 
of accounting. 

_ In fairness to Burrell’s text, he is aware of 

the difficulty that radical difference (and a 
radical feminist theory like Irigaray's) poses. 
Using the term “disciplinary mode” where we 
use phallocentric discourse, he points out the 


pathological way in which critique adds energy’ 
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to the growth of discipline (adds to the 
phallocentric): 


But does this mean that the newer radicalized versions 
of accounting theory must also contribute to the growth 
of discipline?. ... The paradox here is that discourse, the 
discussion, analysis and critique of writings and lectures, 
itself is part of the development of the distplinary mode. 
To dissect existing literature and to replace it with one’s 
own, even if it is self-consciously anti-disciplinarian, is to 
add to the volume of discourse on accounting and to 
enhance its capacity to subject us all to its gaze. For 
alternative judgements of normality ....are still judge- ` 

- ments on normality. They continue to outline correct 
behaviour and to criticize existing standards. They 
classify, standardize and conceptualize in ways which 
add to “power-knowledge” (Gordon, 1980) (Burrell, 
1987, p. 98). 


Again we agree. But it strikes us that orienting 
desire and sexuality toward essentialist defini- ` 
tions so that critical work can follow the 
protocols of acceptable social science is more 
guilty of this denegatory normalization than, 
say, deconstructive techniques like Irigaray’s — 
techniques which are the antithesis of essential- 
ism, of closure, and of hard evidence, tech- 
niques which problematize whole categories by 
blurring the epistemological matrix that parti- 
tions science, literature, philosophy, art, etc., 
ways of writing that, to borrow from Derrida, 
disrupt the “apartheid” of the modern university 
— a place that keeps scientists, artists, poets, 
accountants, sociologists, etc. in their assigned 
regions, that keeps them accountable. Some 
writings do not, in fact, “outline correct 
behavior”. 

Burrell raises similar questions with respect 
to the Tinker & Neimark text that he critiques: 


Academics in the profession [accounting] are unlikely 
to debate the issue and may even be blind to it. It is 
an occupational hazard and suggests that Tinker & 
Neimark’s neglect of sexuality ../ may have its origins in 
their immersions in their own professional arena 
(Burrell, 1987). 


_ And we might ask the same. question of 
sociologists. perhaps? It seems, for Burrell, that 
“the only way out from discipline is to forsake 
academic discourse entirely — a state of affairs 
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few of us would welcome unreservedly” (p. 
99). Really? 

Why not challenge the authority of the 
university to impose such discipline? Why grant 
the academy license over what counts and what 
does not count as academic discourse? After-all, 
some of the finest work comes from those 
excluded from the academy eithér voluntarily 
(e.g. Wittgenstein) or violently (most of the 
Jewish tradition between the wars). What is so 
precious about that tradition that one must 
participate in it all the while denying its truth 
value, all the while recognizing its complicity in 
victimization? Why not, like Derrida or Irigaray 
(who quit the university) stand in the tradition 
of Socrates, Nietzsche, Heidegger and others 
that to differing degrees refused the rules of the 
game (of all of the games?). The problem is not 
that two accountants (Tinker & Neimark) 
trying to write a paper on socialist feminism are 


blind to sexuality; the problem is that academic 
discourse (including sociology) cannot make 
room for difference, cannot resist the phallo- 
centric urge to hold all difference (desire? 
sexuality?) accountable. 


` HOPE 


Hope -cannot aim at making the mutilated social 
character of women identical to the mutilated social 
character of men;.rather its goal must be a state ... in 
which all that survives the disgrace ‘of the difference 
between the sexes is the happiness that difference 
makes possible (Theodor Adorno, 1967, p. 82). 


I am trying ... to go back through the masculine 
imaginary, to interpret the way. in which it has reduced 
us to silence, to muteness or mimicry, and I am 
attempting, from that starting. point, to (re )discover a 
possible space for the feminine a (Irigaray, 
1985a, p. 164) 
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